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THE PRES,IDENT 1 S SCHEDULE 

Friday - Decernber 15, 1978 

Breakfast with Vice President Walter F. Mondale, 
Eecretary Harold Bro~n, Dr. Zbigniew Brzezinski 

and Mr. Ham~lton Jordan- The Cabinet.Room. 

Dr. Zhign.iew Brzezinski - The Oval Office. 

. Budget Review Session. (Mr. James Mcintyre) .• 
The Cabinet R.oom. 

Mr. Jody Powell The Oval Office. 

... 

. r ,. 

/ 

Interview with Time. (Hr. Jody Powell). 
The OVal Office. · 

Greet Guests Attending .JOth Anrliversary Dinner 
for Mr. and Mrs. G.C. Davis, Jr. ~ State Floor. 

Depart South Grounds vii Helicopter en route 
Camp David. 
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THE WHITE HOUSE 

WASHINGTON 

15 Dec 78 

Jim Mcintyre 

THe.attached was returned in the 
President's outbox today and is 
forwarded to you for appropriate 
handling. 

Rick Hutcheson 



I. PURPOSE 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFF\CE OF MANAGEMENT AND BUDGET .. 
WASHINGTON, D.C, 20503 

DEC 14 1978 

MEETING ON THE 1980 BUDGET 

Friday, December 15, 197-8 
9:30 A.M. (two hours) 

The Cabinet Ro()m 

F·ro.m: James T. Mcintyre, Jr;9;.• • 

/ ~' i 

A meeting regarding the fiscal yea:r 1980 bud'get, including an 

-·-- ... ~ . ., ... 

oral appeal of the Department of Health, Educati()n, and Welfare 
and OMB budget recommendations for the Department of Agriculture's 
Food and Nutrition Service. The Food andNutrition Service is not 
appealing OMB budget recommendations. Supporting mate·rials are 
included in the attachment. 

II. PARTICIPANTS 

The Vice President 
Stuart Eizenstat 
Frank Moore 
Jack Watson 
Charles Schultze 
Alfred ,Kahn 
Anne Wexler 
.Hamil ton Jordan 
Jody Powell 
Gilbert Omenn 
Herky Harris 
Robert Dietsch 

Attachment 

James. Mcintyre 
John White 
Bowman Cutte·r 
Dale McOmber 
Suzanne Woolsey 
Secre.tary Joseph Califano 
Hale Champion 
Fr.ed' 'Bohen 
Ben Heineman, Jr. 
Karen Davis 
Fra:nk Press 
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Department of Health, Education, and Welfare 
Presidential Appeal Summary 

1980 Budget 
($ in Inillions} 

: 

_1_9_79 
Initial HEW Initial. HEW 

Reque$t Decision Appeal Recpzmn. Reque$:t Decision Appeal Recomrn. 

Relatively uncontrollable· 
program_s: 
Social security (OASDI} ·101 530 

- . . . . ' 
0 t.P.~r · · · · ~ · · · ·· · · ·- ~ · · · · · · 59 , 3 8 6 

Subtotal ••••••••••••• ·160, 9l6 

Relatively contr¢.llable 
progr·ams • • • • • • • • • • • • • • • • • 2_3_, 3 9 8 

Total HEW BA •..••••.••••• ~l84,312 

Presidenti~l ~ppea1-NIH. 

0\,ltlays 

Relatively uncontrollable 
progratns: 
social security (bASDI} .l-03,953 
Other ..................... 56 , 7 41 

Subtotal •••••• ~ ••••••• 16-a·, 694 

Rel~t,j.vely controllable 
programs •••••••••••••• • • • 2 0, ~7 2 

Total HEW outlays ••••••••• 180,966 

Pre~identia1 app~a1~NIH. 

102,1:\96 
58,928 

161 ,-"424 

22,080 

183,504 

103,992 
56,436 

160,4Z8 

2(),017 

180,445 

102,496 102' 4.96 
59,371 59,19a 

161,867 161,694 

22£602. 24247 

184,469 ~41 
+ 199 

103,980 103,992 
56,73() 56,707 

160' 710" 160,699 

20,~20 20' 103 
-----

180,930 180,802 

+ 68 

118,473 118,387 118,387 118,387 
65,586 __ 65,1.90 6~5, 7 07 ~65,435 

184,059 183,577 184 ~ 0"94 183,822 

24t091 .19,993 22 '748 21,758 

208,::!-50 203,570 206,842 ~ - / 

2 c;J + 178 
yu-

;;--·'") .i/1 '"1---

113,515 114,456 113,563 1.14,186 
62,000 60' 924. - 61' 023 61,169 

175,515 175,380 174,586 l-75,355 

22,573 20,821 21,754 ___ 21, 071 
--

1.98,088 1.96,207 196,340 ~ 
+ 189 





NATIQN~L INSTITUTES OF ijEALTH 

OVERVIEW 

DuJ;ing the 1979 appJ;opr.iations process, Congress added $319 million 
to your budget request fo:r :Pio-medical research and $37 111illion for 
for a. child heaJ tn researc.h fac~li ty to be constructed on the NlH 
can:tpU!;>. At issue a~e: ·· 

Should tbe Administration :J:equest a rescission of one 
half of the congressional inc:rease in 1979 anQ. continue 
that reduced level of bio-medical res.earch into 1980? 

Should the Administration se~~ rescission qf the funds 
~or the chilO. healtb research fac;:ility? 



Cancer ••••••••• 
Heart/Lung ••••• 
All other •••••• 
Total NIH*••••• 

1978 
Appropriation 

$ 872 
448 

1,521 
$2, 841 

Bio-Medical Research 

(BA in millions) 

January 
Budget 
Reque$t 

$ 883 
453 

1,560 
$2,897 

1979 

Appeal/ 
Appropriation 

$ 942 
509. 

1, 765 
$3,216 

*Excludes child healtb facilities. 

OMB 
Recomm. 

$ 913 
479 

1,662. 
$3,054 

1980 
OMB 

Appeal Recomm. 

$ 94() 
515 

1,742 
$3,204 

$ 913 
479 

1, 6_34 
$3,026-. 

For FY 1979 the Congress increased the funding for bio-medical research from $2,897 
million in the budget request to $3,216 million, an increase of $319 million. Included 
in this total was $942 million for the National Cancer Institute, nearly thirty percent 
of the total. 

The Congress acted despite sustained Administration appeals to both Appropriations 
Committees to hold down funding increases over the President's budget request. As 
a result of our appeals to the Appropriations Committee, the final Conference figure 
was $26 million below the Senate bill. OMB believes that one-half of the increase 
over your budget request in 1979 should be proposed for rescission and that the 1980 
level be held at approximately tbe same amount. Within these totals the amount going 
to basic research would continue to be emphasized. 

HEW is opposed to the rescission because it is impossible to achieve and would be 
directed toward a program which we believe is productive. Of the congressional 
increase, more than 6.5. percent is targeted for expanded basic research activities. 
This is in accord with tbe priorities expressed last year •. Even with the increased 
appropriation, only about SO percent of approved new and competing research grants 
can be funded in 1979. In addition, although the congressional appropriation is 11 



percent over your original request for 1979, the real increase is only app~oximately 
4 percent when discounted for inflation. 

HEW agrees with OMB that the budget recommended for 1980 should continue the 1979 
program level that is.finally agreed upon,· and that we should fight hard to achi~ve 
that objective. We acknowledge that this will.be a.difficult fight in any case, 
one which would be exacerbated by a proposal to rescind a portion of the 1979 
appropric:ttion. · · 

; ~· ·' 



Child Health ~esearc_h Building 
(BA in millions} 

1979 
Appropriation/ 

1\ppeal 

Child Health Research Facility ••• $37.0 

OMB 
Recomm. 

-o-
The child health research facility was not proposed in the 1979 budget. It was 
added by the Congress over the strenuous objections of. the Administration. 

HEW believes that there is a clear need for additional research space for this 
institute to allow for expansion and consolidation of child health and reproduc­
tive research programs which have grown considerably. Space available to the 
National Institute of Child Health is currently the lowest per employee of any 
of the health institutes (114 square feet per person) •. · The Institute does not 
have a single buildingof its own, but is spreaCi.out in nine different locations. 
This situation inhibits cooperation and coordination between scientists of various 
medical disciplines who should work together. 

In addition, there is widespread pul;>lic support for anew-facility~ 

HEW believes rescission is not only wrong on the merits bU:t will be.resoundingly 
rejected by the Congress. 

OMB still questions the need fo.r such a facility at a time of severe fiscal 
constraints. OMB also has doubts that the building as currently planned can be 
completed within the $37 million total estimated· cost set by the Congress. 
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Addi tiona! _Entitlement Sq,vj._p.gs_ 

overview 

To meet the President's anti.,.. inflation budget targets., HEW recommends three cost­
saving legislative initiatives in addition to items originally approved in the 
OMB passback·. OMB is supportive of these reconunendations on the:i.r merit as desirable 
reforms and because.of the budgetary relief.they promise-- if·theyare approved by · 
Congress. 

These proposals provide.needed structural reform in the HEW budget. This constrained 
budgetary period offers a rare opportunity to make basic reforms in these entitlement 
programs.-- reforms that·will have a more. substantial structural effect on the shape 
of the HEW budget than reductions in.discretionary prog:r:ams. OMB has ·nqt agreed 
to apply this savings . to the HEW budget and believes that. if .they are a.c_cepted, -
consideration should be given to applying the savings to alleviation of the government­
wide outlay problem. 

Savings frOltl E~ntitlement • Reductions Grow over Time. one obvious advantage of 
seeking reductions. in entitlement programs is .that these cuts yield increasingly 
large savings in.the outyears • 

• For example, one·of the savings items HEW is proposing 
early retirement: under Social Security -- would yield net 
$205 mi)..lion. inFY 1980, $1.3 billion in Fiscal 1982, and 
$2.2 billion in the pe~iod Fiscal 1980-82. 

phasing out 
savings' of 
a total of 

The three entitlement--cuts that HEW is.proposing would yield net savings 
of $.!..billion in Fiscal 1980, $2.1 billion in Fiscal 1982 and a total of 
$4.3 billion in the period Fiscal 1980-82. 

Savings from Entitlement Reductions are "Permanent"•· The conventional wisdom 
is "entitlement" cuts are customarily more difficult.to ·achieve than appropria­
tions reductions because they involve a change in law. But tht3re isan important 
corollary. Once achieved, such entitlement reductions are much-harder to reserve 
than savings in discretionary programs, which, even if held down for one year, 
can be easily increased through the appr-opriations process in the riext. 

'·'- .·, ····-. 



. ·: [. 

Both HEW and OMB acknowledge th:at. passage of these reforms will be difficult in 
Congress.. ·In· the . 95th Congress, however, we were successful ·in getting three . 
unpopular entitlement changes -- tightening up retirement earnings test, limiting 
retroactive .bene-fits·. and ensuring that retirees· get benefit increases related 
only to ,increases in the cost of living. In addition, the. Congress independently 
put a cap on the minimum social security.benefit, a deliberalization we were 
reluctant to propose. · · ·· · 

These additional changes must also be considered in light of. their future benefits .• 
The resultant.greater outyear savings offer the .Administration reasonable choices 
between social security payroll tax reductions in .1981 and budget room for alte.rna­
tive program proposais or some combination of both. HEW believes .that if these 
changes are not, .. made, ·entitlement program costs will continue to grow and squeeze 
discretionary program items intolerably; forcing even more difficult and unsatis-
factory budget choices. · 

At the same time, these proposed initiatives must also be viewed as supplementing 
an existingpackage of cost-reduction initiativesalready. included in the allowance, 
including proposals that are projected to. save $1.0 billionin FY 1980 OASDI outlays, 
and the Administration's renewed effort to win support for hospital cost containi1lent 
legislation •. The overall set.of proposals, including those discussed below, 
inescapably touch large .numbers of individual, future beneficiaries, and it is 
reasonable, even in the new era of austerity, to consider carefully how much can 
be done all at once. 

HEW believes that these cost-saving entitlement reductions, including those already 
accepted in the allowance are examples of your stated intention to redirect misspent 
dollars to those truly in need. · 

nearl $500 million inFY 1980outla s; 
The three HEW cost-reduc.tions· proposals below would save 

in ears wo-uld row 
rap~dly, mounting to 3.5 b~ll~on in FY 

.'':. :. . . 



A. Terminate the $255 Lump-Sum Social Security Death Benefit: Net FY 1980 Savings -­
$221 million. Proposal alsopermits permanent reduction of 1,000 in Federal work 
force. 

The Social SeC\.lrity death benefit iscostl:f and is nowlargely an anaGhronism. 
Its $255value has not changed very much s~nce it was first enacted in 1954. 
It, therefore, no longer bears any relationship to its intended purpose 
helping survivors of deceased workers meet the cost of terminal illness and 
funeral expenses. 

If the maximum value of the benefit. had kept pace with inflation it would have 
been approximately $700 today. Or, looked at another way, the current $255 
benefit would have had a purchasing value of $95 in 1954. 

On the basis of limited data, we know that about 45% of all "death" benefits 
are paidc:lirectly to the dece~sed's estate, not to a surviving spouse. (Not 
surprisingly, the mortuary industry has always supported continuation of this 
benefit·.) 37% of all "death" benefits are paid for individuals who die prior 
to reaching retirement age, i.e., active workers who may own or be covered by 
private life insurance. · 

For people with truly minimal resources for final arrangements, we propose a 
death benefit in the SSI Program equal to an extra month's benefits. (Cost ....... 
$7 million in FY 1980). Based on a needs test, this proposal would o!fer the 
surviving spouse of low-income couples some assistance in meeting the costs of 
death and burial. -Taking account of the cost of this modest, cushioning pro­
posal, elimination of the "death" benefit under Social Security will yield net 
savings in FY 1980 of $221 million, growing to a net savings of nearly $400 
million in FY 1984~ 

It is important to underscore that a key element of the cost of the death 
benefit is its cost iri terms of Federal employees--an estimated 1,000 staff 
years.annually. Its termination is probg.ply the single, most significant 
decision that can be taken in this bUdget to advance the President's goal of 
control and reduction, wherever possible, of the Federal work force. 



B. Eliminate Monthly $122 "Minimum" Benef_it under Social. Security for Future 
Beneficiaries: · FY 1980 Savings.-- $65 million. ' 

The Social Security "minimWil benefit" was originally enacted to provide a 
"floor" award for people otherwise eligible but with minimal earnings covered 

··by the Social Security system. Sucb people were initially seen as poor, inter­
mittent or marginal workers,. and the "minimum" benefit was justified in terms 
of its ability to provide a class·of poor, retired workers an assured minimum 
income. 

The Social Security "minimum .. benefit"_ .has . also become an anachronism. 

A person who has worked regularly in employment covered by social. security, 
even at _the minimum wage, is eligible for social security benefits well 
above the minimun·. In. fac_t, careful analysis has demonstrated that nearly 
20% of all social security "minimum" benefit awards are paid not to very poor 
people but to "double/triple dippers", many with middle and upper middle 
incoines,predominantly in Federal State, iocal and non..,.profit employment t~at 
is not presently part of the social security system. In addition, 25-30 · 
percent would have offsetting increases in SSI benefits~ 

A 1979 study of retired Federal civil servants,. for example, revealed that 
45% of all those O.rawing retirement as Federal workers were a],._so receiving 
some social security benefits; nearly one in three were receiving social 

-security benefits at the "minimum" level. And those receiving the OASI 
minimum benefit enjoyed a Federal pension averaging alrnost$500 per month. 

Faced with this evident distortion of original legislative intent, Congress 
froze the level of "minimum benefit" in the 1977-amendments. We think 
Congress' decision last year suggests the receptivity that would greet a 
determined Administration effort to terminate it. 

HEW proposes that the Administration elimina-t;e the minimum benefit for future 
beneficiaries only. 

Thisproposal saves $65 ·million in FY 1980, savings that grow to $230 million 
in FY 1984. In addition, it avoids the high administrative costs of adjusting 
benefits for individuals already on the rolls. 



Most individuals tr-uly in need of a floor of retirement income support woulQ. 
not beaffected adversely by this proposal. They could apply for SSI benefits,· 
·wh~ch are means tested.· Those qualifying fo~ SSI would receive a combined 
SSI/OASDI benefit at least as high as those.they would receive from OASDI 
alone, if ·t:he minimum were retained. 

This proposal has been opposed on the grounds that it would transfer persons 
from retirement benefits provided by social security to retirement benefits 
provided-on a.welfare (SSI) basis. We believe the Administration can get, 
public credit for distinguishing between welfare and social insurance dimen­
sions of the present social security entitlements as well as obtain the savings 
that result from stopping the payment .. of benefits, weighted to help the poor, 
to people who do not meet the test of need. Our proposal has that clear 
purpose as its rationale. -

c. Gradual Phase-Out of A e 62 "Earl Retirement" 0 tion Unger OASI: FY 1980 
·savings.,.._,;_ 205 _Million. 

A steadily increasing proportion of American workers in the 62-64 age range 
are electing to retire early with reducedbenefits under social security. In 
calendar 1975, 64% of all retirement claims came from persons electing •iearly 
retirement", up from 49% that had elected this option as recently as 1965. 
This demographic reality now dominates a life-style option originally designed 
for individuals in their early sixties whose health or basic skills had 
deteriorated to the poi_nt where their ability to work was clearly marginal. 

The availability of ea;:-ly retirement with reduced benefits encourages early 
retirement for many still productive and healthy at a time when the nation's 
population as a whole is aging, is staying healthy longer, and even living 
slightly longer . .lt adversely affects the adequacy of.benefits for these 
people_as they grow older, and leads to pressures for general benefit increases. 

We recommend a·6-year phase out of the early retirement feature of the social 
security program.. Tbe QASI element of OU,J:' pr·oposal would save $300 million in 
FY 1980, and slightly more than $3 billion annuallY in FY 1984. For the much 
smaller group that are no longer able to obtain work at age 62, we propose that 
the eligibility age for the SSI program be lowered from- 65 to 62. This- -
SSI liberalization adds $95 million in costs, reducing net FY 1980 savings to 
$205 million. ($2. 8 billion net: savings in FY 1984.) 



The effect of this gradual, 6-year phase out of the early retirement option, 
would not be sharp, even on those individuals now near age 62. Under our 
proposal, moreover, anyone now 58 or older (through age 64) would continue to 
have the option of planning on: some definite portion of the early retirement 
option, if that proved.to .be.their choice.·. 

We believe this is the time -- programmatically and socially -- to push for 
tbis social security reform. It },eaves to SSI ~- as does our proposal for 
prospectiv~. elimination of the minimum benefit cmd the luUtp sum death payment 
-- the welfare responsibility for those who can show'need, and it removes 
them from the trust.fund insurance programs -- a change that many congressional 
spokesmen of both parties suggested during·the financing debates of 1977. 

Our proposal does not reduce the aggregate amount of benefits an individual 
will receive during his retirement years. Indeed, 'l;he delay in the receipt 
of benefits will ultimately increase the size of the individual's benefit 
when he does retire. Because of this feature, we believe this proposal is 
preferable to other alternatives that would result in real benefit reductions. 

Our proposal·will also result in long-term administrative simplifications, 
reducing SSA's future employment needs. 



EDUCATION OF HANDICAPPED CHILDREN 

HEW and OMB agree on an amount for this program which is def~ns i b 1 e, but which wi 1 r-_bri· ng some. 
cri ti ci sm· from._th~ · ~Qngress, ·the· S~at~s·;-Cind ~he· educatior(con~tituency. 

Background 

The Education of the .. Handicapped· Agt provides grants to States to help pay for the. extra costs of 
educating handicapped children, but at_the same time imposes costly requirements on participating 
States. Many of those requirements are also imposed by section-504 of the. Rehabilitation Act. The 
appropriations authorization .is based .on a percentage of the extra costs i~curr~d ·in. !lle~tir'!9-~hf:!s·f. 
requirements. The percentage increases each year. · 

In the first .. 'two years of· the program.-- fi sea 1 years 1977 and 1978 --:- the Congress appropriated funds 
sufficient to fund the percentages of excess costs authorfzed for those years: five percent and ten 
percent,·respectively. In FY 1979, the.Administration was successful . .in containing the perc.entage of . 
e~cess costs_ bt.~off~~-.i.ncg'~an· in~r~~-S.:eff.roin-l~o-·t~.J 2. perc:ent-·whic:h~.t,~·¢· ~.qn9re$.(~gppt~id ;~~J.h.~~~PRrQ~r'i ~~· · ;' 
t1ons have ~irown-froin $465'million forFY-1977 to$804 million for FY .. l979 ... 
. -··- --·:... .... --- ---·· ---- ------- .. . - . . - .: .. ,. . - . "· . - . ·- .. . . 

FY 1980 Budget: 
:. ... 

; '· 

For FY 1980, both HEW and OMB have agreed on a budget of $862 million~: which would maintain the current 
Federal cost:"'sharing at 'about: 12]i~t~~nt· ev~i:l thougf1 :·the ci"utnor1zatfp~ .·wil.l.-ificrea·se .. to-30 percent. 

This budget policy win require ~n-in~rease of$58 million over the 1979 app-ropriation cif $804 million··. 
because both per pupil costs and the number of children to be served are expected to increase. The 
budget, however, is based upon conservative assumptions about these variables: 

1) . !~creased costs are estimated at 7 percent, consistent with the Administration's wage 
·and price guidelines, instead of 9 percent currently projected by the National Center 

for Education Statistics and .the 9-10 percent increases of the past two years. We 
believe this percentage· is defensible in light of the Administration's anti-inflation 
campaign. . . · · 

•· >,.}'.''' 



2) The .additional number of children to be served is being estimated at only 150,000 on 
a base of 3.8 million despite evidence that States are not fully complying with the 
law's mandate to serve aJl handicapped children ar)d extensive efforts by HEW_~() enforce 
the 1 aw. We believe that this estimate: can." be defended.··· · ··· ·· · · · ... ···· 

2 

The Administration is likely to receive two basic criticisms from the Congress, the States, and the 
constituency: 

1) The Federal· Government is not sharing enough in the additional costs of educating 
handiCapped children.· This could invite the Congress to fund the· program at a much 
higher percentage. ·: · · · 

2) The States are being asked to find and serve additional children but the Federal Government 
is not willing to meet its legislatively authorized.share of the costs. States and localities 
may interpret the action as either an effort to shift the burden o.n the States or as a 

· -·- - ... lessening of Federal commitment to· meeting the needs of the handicapped and reduce their · 
~ff6rts accordingly. · · 

. . . -· 
However, we believe that -the budget request can be defended as maintaining last year's 12 percent 
funding level for·a-program·which has'experienced rapid growth in'real dollars in .recent years in 
a year in .which resources are limited, · 

. ··•<;-"•·· 
. ... . :. . -~ 

' -~ . ... ~ .. 
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Budget Authority •• 
Out lays •••••••••• ·• 
FTP Employment •••• 

1978 
actual 

$8931 
9046 
2337 

Department riculture 
Food and Nutr tion Service 

1980 Budget Summary 
($ in millions) 

1979 Estimate 
Initial OMB 
request Recommendation 

$9005 
8964 
2445 

$9389 
9349 
2287 

* Within USDA's o9e~all pe~sonnel ceiling. 

o Major Decisions 

1980 Estimate 
Inl ti al OMB .. 
Request Recommendation 

$10,814 
10,659 

2,337 

$10,481 
10, 192 

* . 

Rather than .(.1) reduce benefits for the poor or ( 2) increase Federal outlays to fully 
finance inflated food costs of current programs, USDA and OMB agreed to: 

Seek legislation to set fiscal sanctions for food stamp program maladministration 
--excessive errors (1980 savings: -$122 million or more). Underpayments and 
denials will count as errors to assure due process for beneficiaries. Our 
objective is to pro~pt States to better manage the program and eliminate food 
stamp fraud and abuse •. OMB believes this will reduce food stamp errors by more 
than 50% within 5 years. This parallels the AFDC sanctions Secretary Califano is 
seeking by regul~tion. · 

Reduce meal subsidies for middle and upper income chilqrei'l and eliminate 
fraudulent requests for reimbursement (-$500 million from a base of $3 billion) 
and ta~get federal resources on the needy. · 

Eliminate special milk subsidies in schools where milk is already federally 
subsidized in the school breakfast or lunch program. (savings: -$110 million.) 

Increase the Women, Infants and Children (WIC) food program (+$200 million) to 
$750 million in 1980 as agreed upon when you signed the 1978 Child Nutrition 
Amendments. 

Summary 

The 1980 request· ~s $840 million less than 1980 current services -- a reduction of,_ 7%. 
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THE WHITE HOUSE 

WASHINGTON 

15 Dec 78 

Stu Eiz.enstat 
Jack Watson 

The attached was. returned in the 
President's outbox. today and is 
forwarded to !YOU for appropriate .. 
handling. 

Frank Moore 
Jim Mcintyre 
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Rick Hutcheson 
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<:7-' .. THE WHITE HOUSE 

WASHINGTON 

December 7, 1978 

MEMORANDUM FOR THE PRESTE>ENT 

FROM: STU EIZENSTA:T C.A 
JACK WATSON ~ 

SUBJECT: Sec.re,tar Simplification Pro osal 

When Secretary Harris me.t with you to review her proposed 
recodification and simplification of the housing laws, 
you indicated that she should not discuss its contents with 
Cong.ress or outside groups UA.til you had reviewed this issue 
with your staff. 

We believe that the recodification of curr-ent housing laws 
may be a._desirable illitiative, but it is impossih1e to identify 
the most serious political or substantive problems without 
consl,llting with Congress on specific elements- of the proposal. 
We recommend that you authorize us to permit Secretary Harris 
and White House staff to have explora.tory discussions with 
Congress and outside g,roups, subject to the understanding that 

· such discusstons· do not reflect an. Administration decision to 
move ahead w1.t:h a hous1.ng simpl1.f1.cat1.on proposal. 

OMB's major concern is th_at the present proposal appears to 
go beyond- mere simplification to m·ake substantive changes. 
which couid be undes.irable .as well as compound the difficulty 
of achieving enactment. Secre-tary Harris' view is that ther.e 
are no substantive changes, and that the Secretary would be 
willing to modify o;r- delete any provisions which did in fact 
.involve substantive ohanges of law. Consequently, in 
discus.sions with outside groups it should be stres-sed that 
our soie interest is the possible simplification of existing 
substantive provisions. 

It would be useful to commence such discassions immediately 
so that we can make an informed recommendation to you later 
thi-s month .. 

OMB is willing to agree with this approach. 
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THE WHITE HOl:JS:E 

WASHINGTON 
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:0ecember 14, 1978: 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

VICE PRESIDENT 

FRANK MOORE fi?J'!. 4~ 
STATE OF THE UNION MESSAGE 

The State of the Union is scheduled tentatively for. 
Mqnday, January 22,..' It can be rescheduled later in 
that week or as early as lAJednesday, ,January 17. 

cc: Zbigniew Brzezinski 
Hamilton Jordan 
Jody Powell 
Jerry Rafshoon 
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UNITED STATES SENATE 

WASHINGTON, D. C. 20510 

.JoHN GLEN·N' 

OHIO 

The President 
The White House 
Washing.ton, D.C. 20500 

Dear Mr. President: 

December 14, 1978 

Within the next few days, you will be making your first appoint­
mf:!nts to the Interstate Conunerce Commission. Among the names now under 
fina·l consideration for reconunendation to you is· that of one of my chief 
aides., Reginald Gilliam, Jr. 

Reg is a young Black man who has served mE:! with great 
distinction the past four years. Prior to that he served with equal 
distinction on the faculty of Williams College. He holds a degree from 
Harvard Law School. He has been SUJ?ported in his candidC!:CY by virtually 
every major national Blac;:k organization and by distinguished individuals 
such as Clarence Mitchelil, Ben Hooks, Vernon Jordan, Andy Young., Cliff 
Alexander to name a few. The ICC has not had a Black commissioner in its 
90 year history. 

Your aides Tim Kraft and Frank Moore are familiar wi.th this as I 
have discussed it with them personally. Louis Mar·tin a·lso is very 
.familiar with the situation. Reg has worked with me in my heavy in­
volvement in the regulatory and minority business development areas. He 
is thoroughly competent and politically skilled. His appointment would 
prove to be a credit to your adminis.tration as well as an invaluable 
aide in your .effor.ts to fight inflation an9. to modernize transportation 
regulation. 

I strongly urge this appointment, it is very important to me. 

United States Senator 



• • 

L 

. . ··-· . . . ..... 
Reginald E. Gilliam, Jr. 
33 years old 
A.B. Cumlaud~ Lincoln University, Pennsylvania 1965 . 
J.D. Harvard Law School 1968 

Staff Attorney, Legal Services Program, 1968-69 
Assistant Professor, State University of New York at Albany 1969-72 

Assistant Dean of the College and Lecturer.in Law and Political 
Science, Williams College, Williamstown, Massachusetts, 1972-75. 
Taught and developed four courses in Law and Politics. Author 
of book I ''Black Political Development, n numerous articles. Numerous 
political activities. 

Legislative Assistant to Senator John Glenn ~975-78. 
Responsible for Senator Glenn's staffwork in following areas: 

minority business development, small business, labor relations, 
civil rights, federal regulatory policy, state and local government 
and transportation regulatory policy. 

Transportation, Regulatory and Small Business Development 
Activities for Senator Glenn: 

1) Staffwork, all of Senator Glenn's activity on minority 
business development, contracting and procurement and governmental 
organization in minority business (includes hearings staffed, bills 
and amendments drafted, constituents represented). 

2) Current staffwork for Glenn, s·enate Government Affairs 
Committee, Regulatory Reform Part V, Transportation. Hearings on 
a major bill expected this summer. Bi.ll deals with a national 
transportation policy organizational framework. 

3) Staffwork, Senator Glenn's position and constituent work 
of Ohio truckers seeking Temporary Operating Authority be.fore the 
ICC. Includes RECORD statements, GAO report analysis letter 
preparation. 

4) Staffwork, Senator Glenn • s ef.forts to develop a more 
coordinated urban transportation policy. Includes a drafted bill 
and letters to 5 cabinet members. 

5) Staffwork, Senator Glenn's efforts to increase 
transportation-related training among.hard:-core unemployed. 
Includes CETA amendment drafted. 

6) Staffwork, Senator Glenn's co-sponsorship of S. 1794, a 
bill to require regulatory agencies to make distinctions on regulator: 
matters and ·req,uirements with respect to small businesses. 

7) 
B) 

Railcar 

Staffwork, Senator Glenn's work on Trucking Safety. 

Staffwork for Senator Glenn on Impact of 4-R Act, 
shortage. 

\ 
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THE W.H I!T:E ·HOUSE 
I .. 

WASHINGTON 

MEETING WITH SEN•ATOR HOWARD BAKER 

Friday, December 15, 1978. 
11.:30 a.m. (20 minutes) 
Oval Office 

From: ~~~~~i=~o~~z'Z21;_ss 
I. PURPOSE: To discus:s ·his forthcoming trip to the 

Soviet Union. 

II. BACKGROUND, PARTICIPANTS & PRESS PLAN: 

A.. Background: Senator Bake·r is going to the 
Soviet Ur.lion on Janq.ary 4. He will be 
accompanied by_Senators Danforth, Garn, 
Hayakawa, and Towe.r. 

Earlier this week, he told Dr. B.rzezinski 
that he intended to discuss SALT. He is 
trying to g.et appointments with Brezhnev 
and Kosygin. Per your im.structiqns., we have 
helped him to ge.t an official invitation from 
the Soviets. 

He told Dr. Brzezinski that he intends to 
tell the Sov.lets that there will be a genuine, 
opert discussion on SALT. 

B. Participants: Frank Moore, Dr. Brzezinski 

C. Press Plan: White House photo 

III. TALKING POINTS: 

As appropr.late 

c 

" ""\ M !7Y 
I 

___ _....-····· 



Rick: 

THE WHITE HOUSE 

WASHINGTON 

Dec 14, 1978 

The President should see this before 
the HEW budget appeal t:onorrow m::>rning. 
Since this is our review of the OMB and 
HEW positions, I don't believe it should 
be staffed out to OMB. 

OMB has a copy of the nem. 
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MEMORANDUM. FOR: 

FROM: 

SUBJECT: 

THE, WHITE HOUSE .. 
WA.SH I NGTON 

THE PRESIDENT 

Frank Press 1P 

December 14, 1978 

HEW Appeal Session on NIH, December 15 

The $3B per year NIH Budget supports numerous programs 
within each of the ll: National Inst·itutes of Health and the 
other components of the N•IH. The research productivity and 
p:tacti·cai applications from NIH-•supported wor.k in the nation's 
research centers have been fir·st .rank, and billions in 
health co.sts h~ve been .saved by such breakthroughs as the 
polio vaccine, the TB drugs, and the decreases in coronary 
heart disease and stroke. The budget for NIH has g.rown · 
substantially in tlle last decade. Neverthefess, the per­
centage• growth from 1968: through the FY79 request is not as 
much as commonly believed: 162% for the NIH overall, (133% 
for direct support of research) compared with 186% for all 
Federal outlay.s, 174% for GNP, and 116% for the Consumer 
price Index. 

Your Adminis·tration has become identified with a policy of 
rebuilding the basic research strength of the nation. The 
NIH represents a; very substantial portion (about one third) 
of the total Federal basic research budg.et.. There-fore, your 
decision on NIH will strongly influence the overall basic 
research position in your FY80 budget. I believe the OMB 
proposal is too severe. I recommend .: 

1) That the proposed resciss.ion be made smaller in order to 
hav.e. any chance of acceptance in the Congress. Po!Li tical 
soundings suggest that the very recent appropriation by the 
Congress will be sus·tained. There may be some value in 
underlining your anti-inflation effort with a selective 
rescission, perhaps on the order of $50-&QM of particularly 
objectionable i terns. The OMB S·taff can make. such suggestions. 

2) An increase of 5% only for the. science bas.e of NIH; .this 
is equivalent to a 3.6% increase in the total NIH budget for 
FY80over the FY79 appropriation of $3.2B. This represents 
a decrease in real research support for FY80. A fall back 
position would 6e to straightline.NIH at the FY79 appropriation. 
~his is essentially Joe Califano's request. 

Overall R and D for FY8'0 will increase by only a few percent,. 
less than half tlle rate of inflation, due to cutbacks in 
development. Growth of the relatively small basic research 
component ·(13% of overall R&D) may be seen as honoring your 
commitment to research. 



Etectroatattc eo, Made 
for Preaervatlcm P11rposes 

I ,. 
THE WHITE HOUSE 

WASHINGTON 

December 14, 1978 

MEMORANDUM FOR THE PRESIDENT 

SGB.JECT: 

/' ·/· 

LOUIS MARTIN Aft:fl 
HOWARD UNIVERSITY 

Protests over a proposed cut of $2.3 million to the budget 
of Howard University have been received from Clarence 
Mitchell and a host of Black .Jieaders. Such a cut does not, 
in my view, save enough money to risk.the political damage 
that will ensue. Pledges to help Black colleges have been 
taken seriously. Sensitivity in this field is perhaps 
greater than in any other area of Black concern. 



I' 
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THE WHITE HOUSE 

WASHINGTON . 

. 15 Dec 78 

Stu Eizenstat 
Zbig. Brzezinski 
Jim Mcintyre 
Charlie Schultze 

The attached was returned in the 
President's outbox today and is 
forwarded to you for your information. 

Rick Hutcheson 



THE WHITE HOUSE 

WASHINGTON 

15 Dec 78 

To Secretary Blumenthal 

- The attached was returned in the 
President's outbox today and is 
forwarded to you for appropriate 
handling. 

Rick Hutcheson 
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for P••••••ftltllfB• 

THE SECRETARY OF THE TREASURY 

~WASHINCHON 20220 

December 14, 1978 

MEMORANDUM FOR THE PRESIDENT 

Subject: Treasury note issue denominated in Deutsche marks 

The Second Liberty Bond Act authorizes me -- with your 
approval --: to borl:'.ow funds by issuing Treasury- notes; 
including notes denomina;ted in foreign currencies. As· part 
of your dollar de.fense and in a-ccordance with my November 1 
joint statement wi·th Chairman Mi!l:ler., we are scheduled to 
issue up to appl:'oximately $1.5 billion in Deutsche mal:'k 
denominat·ed Treasury no-tes. 

We .plan·to issue notes in both three arid four year 
maturities which will bear interest at rates of 5.95 percent 
and 6 .. 20 percent, respectively. The notes will be available 
only to German residents in amounts of DM 50·0 ,OOiO or multiples 

- thereof., _ Assignments of the notes may also be made only to 
Gern:tan residents. Acquisition of any interest in thenotes 
may not be financed by borrowings outside of Germany. 'The 
notes are scheduled to be issued and paid for on <December 15. 

Und'e·r estabiis.hed practice,, we do not advise you of each 
pending .issue of Government securi,t:ies. However, in . view of 
the uniqueness and importance of this. German issue., I thought 
I should do so in this case and request that you record your 
approval. Any further is·sues denominated in foreign currencies 
in the future will be administered in :the regular way. 

Approve Disapprove 

W. Michael Blumenthal 
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FOR ACTION: 
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T H E W H I T E H 0 U S E 

WASHINGTON 

INFO ONLY: STU EIZENSTAT 

CHARLIE SCHULTZE 

ZBIG BRZEZINSKI 

SUBJECT: BLUMENTHAL MEMO RE TREASURY NOTE ISSUE DENOMINATED IN 

DEUTSCHE MARKS 

+-J-++-J-+-J-+·H-++-J·+++++++ +H-++++++1-+·1-+++++++++ ++t-+-1-++++++++++++++++ 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) + 

+ BY: + 

+++++·1-+-t-+t++++++++++ ++++++++++++-J-+++-1-++++ ++++++·t++++++l-++·1--t+++ 

ACTION REQUESTED: YOUR COMMENTS 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD. 

PLEASE NOTE OTHER COMMENTS B~40W: 
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THE WHITE HOUSE 

WASHINGTON 

15 Dec 78 
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President's outbox today and is 
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handling. 

Rick Hutcheson 

Stu Eizenstat 
Jerry Rafshoon 
Frank Press 
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.. ~··-
THE WHITE HOUSE 

WASHINGTON 

12/]5/78 

Mr. Pres.ident: 

·Mrs. Carter says it's up to 
you. Rafshoon strongly 
concurs. 

Phil Wise says that it would 
be late Winter or spring 
be.fore this could be 
scheduled. 

Stu adds that the event would 
be a useful political outreach 
to the scientific community, 
"which believes it has been 
largely ~gnored since 
Kennedy's Administration." 

Rick 



MEMORANDUM TO: 

FROM: 

SUBJECI': 

THE;: WHITE HO.USE 
I> 

WASHINGTON 

December ~3. 1978 

THE PRESIDENI' 

Frank Press ff(',. 
Stu Eizenstat ~ 

White House Affair for Nobel Prize ·Winners 

There has been no substantive Presidential!. recognition of American 
Nobel :Prize winners since 1962 when President and Mrs·. Kennedy hosted 
a White Hotise dirmer in their honor. In addition, other prominent 
Americans from science, education ·and the a't"ts were invited. This 
was the occasion of Kennedy's fannus line "This is the tros:t extJra­
ordinary collection of talent, of human knowledge, that has been 
gathered together a:t The White House, with the possible exception 
of when Thomas Jefferson ·dined alone." 

Nobel Prizes are awarded in Physics, Chemistry, Medicine, Economics, 
Peace and Literature. Americans win IIDst of the awards in the first 
four categories and a goodly nurrber of the others (this year, six 
out of nine). Our strong showing brings great credit .to our Nation. 
as a world leader in science and culture. · 

We reconmmd that . you· and Mrs. Carter hos·t a White House evening 
affair for Atrerican Nobelists with a few additional prominent 
Americans .drawn from science, education and ·the arts . This would 
be a gala affair in honor of our country's intell:lectual contributions 
to the world. It :would involve approximately 150-200 peopl!.e, including 
perhaps 75 Nobelists and their wives . 

President approves ------

Other 
----------~--------~--

I 
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DATE: 13 DEC 78 

FOR ACTION: JODY POWELL JERRY RAFSHOON 

THE FIRST LADY FRAN VOORDE 

INFO ONLY: 

PHIL WISE< ,_ 

SUBJECT: FRANK PRESS, STU EIZENSTAT MEMO RE vlliiTE HOUSE AFFAIR FOR 

NOBEL PRIZE WINNERS 

; 
__,-;_-

++-t·-t-++++++++++++++++ ++++H-+++++++-1+++++++ ++1·+++++-l++++++·t-+++++ 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) + 

+ BY: 1200 PM FRIDAY 15 DEC 78 + 

++·<-++++++++++++++-l··H· +++++++·i·++++++++-l-++++ +++++++++-++++++++++++ 

ACTION REQUESTED: YOUR COMMENTS 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT: ( ) HOLD. 

PLEASE .NOTE OTHER COMMENTS B~~OW: 

:t 1- """'" ~ . /JA, ~: v.-4.' 
;f eeu[J Ia ~:Juij,J..., 
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ACTION REQUESTED: · YOUR COMMENTS 

. STAFF ~RESPONSE: ( } I. 'CONCUR. ( . ) NO COMMENT. .. ( · ) HOLD. 

· ·PLEASE NOTE 'CITHER OOMMENTS BELOW:· 

. :; . 
• t .;··: 

·-.. - . 
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THE WHITE HOUSE 

WASHINGTON 

December 13, 1978 

Mr. President: 

This would not only be a useful political 
outreach to an important constituency but 
is substantively important as well. The 
scientific community properly believes it 
has been largely ignored since Kennedy's 
Administration, that its contributions are 
unrecognized, and-that the spirit of innovation 
(with Presidential impetus) is dwindling. 
Such a function could address these concerns 
directly. 

Stu Eizenstat 
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THE WHITE HOUSE 

WASHINGTON 

15 Dec 78 

The Vice President 

The attached was returned in 
the President's outbox today 
and is forwarded to you 
for·appropriate handling. 

Fran Voorde 
Phil Wise 

Rick Hutcheson 
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THE VICE PRESIDENT p(-tt; 

WASHINGTON 

E>ecember 13, 1978 
l ;;a... , 

I(Y . 
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MEMORA:NDUM FOR THE PRESIDENT .... \.~ 

VICE PRESIDENT '~ 7' THE 

SUBJECT: REQUESTS FOR MEET.[NGS ON THE BUDGET 

As you know, several key constituencies have asked for an 
oppottunity to offe~ their advice on the budget decisions 
which you will be making. Although individual representa­
tives have consulted or will consult with Jiim Mcintyre, 
senior staf.f, or agency heads, :iLt is impocrtant that leaders 
of these constituencies have .a sense of participation in 
the process, including an opportunity for discussion directly 
with you. These opportunities ·should be limited to .a few 
mee.tings before final b;udget decision.s • 

. , 

On behalf of the Executive Committee and in order to avoid 
a series of random requests on your time, I wou·ld like to 
propose the following. mee.tings over the next three weeks 
ba-sed on the senior .s,taff 1 s recommendations: 

1. Women: Sarah Wedding.ton proposes a meeting with 
a broad s.pectrum of women 1 s leaders. Th.e Advisory 
Committee mee·ting wi.l,l be scheduled for early 
January. However, there are significan.t individuals 
who are not a part -of the Adivsory Committee who are 
also more apt ;to be supportive of Administration 
efforts, especially if included in consultations. 

2. Liberal and Social Service:s. Groups: Patsy Mink, 
on beh·alf o.f the Americans for Democratic Action 
and 23 other liberal, religious, social welfare, 
arid labor groups, has asked for an opportunity to 
meet with you to review the FY 80 budget. I have 
some concerns about the specific mix of groups she 
suggests. s.taff level consultations.· will be 
necessary before a meeting w.ith you. Nonetheless, 
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2. Liberal and Social Services Groups (continued) 

I believe it would be in our interest to show a 
willingness to sit down with an appropriate 
gathering.of human services and liberal organiza­
tions and to hear their concerns. This is 
especially true of the religious service 6rg.aniza­
tions who can perhaps be persuaded that within 
very tight constraints we are seeking to do every­
thing we can to assure that basic needs are met. 
(Attached is a copy of Patsy's request including 
the specific groups who have asked to take part 
in the meeting.) 

3. State and Local Government: Jack Watson proposes 
three meetings although the meeting of county and 
city officials might be combined. 

Governors: The Governors will have more 
maneuvering room with the proposed budget 
cuts and should be the most supportive. 
It will be important to have them in early 
to obtain their political support later on. 

Mayors: When I met with leading Democratic 
Mayors in Memphis, their number one concern 
was to have an opportunity to meet personally 
with you to discuss the budget and its impact 
on ci"l!ies. 

County Officials: As you know, county 
officials have a strong sense of identity. 
In addition, they administer the health and 
welfare programs. There is an opportunity 
here to obtain support, and for this reason 
we recommend a meeting with the leaders of 
the National Association of Counties and 
certain strong Democratic county officials. 

In addition to the meetings you have already held with the 
NAACP and other representatives of Black groups, we believe it 
may be useful to arrange a short session with Hispanic leaders 
at a later date. Senior staff is holding preliminary meetings 
with both Hispanics and labor, and recommendations for further 
meetings, if any, will follow those discussions. 
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The proposed mee~ings should occur prior to Christmas. Each 
meeting would have about a 20-minute briefing on the budget 
(and by implication, policy priorities) by Jim Mcintyre and 
Stu Eizenstat. The intent is to frame the discussion 
which follows in terms of their recommendations on budget 
decisions within a given of a tight budget. After about a 
30-40 minute discussion, you would joiri the meeting for about 
30 minutes. 

I would appreciate your guidance on the proposed meetings 
with you: 

Concur. Please arrange scheduling. 

Please arrange only the following meetings: 

Women 

Liberal/Social Services Groups 

Governors 

Mayors 

County Officials 
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MEMORANDUM FOR THE PRES I DENT 

FROM JOE CALIFANO"' 

SUBJECT: Ho·spitjj Cos~ Containment Legislation, the 
Anti- Tnflation Guidelines and the Fi·scal 1980 
HEW Budget 

In your October· 24th anti-inflation speech, you s:tat.ed 
that the health care it).dustry was different than other s:ectors 

·of the economy and you called for deceleration of "at leas·t" 
2 percent in health care cost·s. In recent weeks, we have had 
numerous dis·c.ussions with Fred Kahn and his s.taff -- and have 

. reached a number of agreements with COWPS, DPS and OMB' _ _: on 
the shape of the health care anti-inflationg:uidelines. 

There are, however, two i:s•sues which require your 
decision: 

(1) •With respect to hospitals~ what should be the 
allowable rate of increase for to.tal hospital 
expenditures in Calendar 1979? HEW and OMB 
believe it should be fixed at. 9. 5· percent; 
COWPS believes it, in effect, s.hould be around 
10 .'5 or 11 percent. HEW,, COWPS, IDPS., and OMB 
agree, however, that: 

the guidelines must be at least as strict 
as the hospital standard we. propose in 
Hospital Cost Containment legislation and 

that HEW should .promulgate, monitor and 
have general: res·ponsihility for. administering 
the hospita!t anti.-inflation guideline. · 

(2) With respec.t to physicians, who should monitor and 
have general responsibility for implementing the 
anti-inflation guideline? I believe HEW should; 
COWPS believes it .should. HEW, COWPS, DPS and OMB 
agree, however, that 
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the guideline should be init':ially set a,t: the 
same level fo.r docto:.rs as for othe·r profes­
sionals (i.e. the general price xise .in the 
~economy) but we should acknowledge. clearly 
that, be.c:ause of their relat.ionship to the 
higllly inflatJo:nary health sector, physic:ians 
IllB.Y .require special treat·ment in subsequent 
guidelines or actions. · · 

I . BACKGROUND ON HOSP !TAL COSTS 

A. Immediate Objectives of Hospital Cos~t Containment 

As you know, health costs in general -- and· hospital costs. 
in particular -- have been rising ·significantly f:aster than the 

·general rate of inflation in recent. years. Wit·h respect to 
hospital expenditures, .action to constrain cost·s is vital ·to 
me.et two basic objectives·. 

First, we must slow down the rate of increase.:in 
to'!:al hospital expenses in both the. public and the· 
private sector as part of our general effort to· 
reduce the nationwide ra:te o·f inflation . 

. Sec.ond,. we mus't c·ontro.l Federal hospital expendi­
tures -- primarily in Medicare and ·Medicaid -- in 
order to realize savings in the Fis·cal 1980 HEW. 
budget that will allow you to reduce the Federal 
deficit S'ignificantly. 

B. The Two Methods of Hospital Cos't Containment; Timing · 
and Relationship · -

The ho·spital anti-inflation guideline S'hould be issued as 
soon as p·ossihle and, in. any event,. no later than. January 1, 1.97·9. 

But, in my judgment, hos. ital cost containment le 
is of far greater importance l!.n. our e ort to conta~n 
costs than the is·suance of the hospital anti-inflation 
Indeed., the immediate introduction of cost containment legisla­
tion after the 96th Congress convenes is vit·al to the succes·s 
of .the guideline. 
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As you know, there is agreement within the Administration 
that we should follow the approach adop.ted by Senator Nelson 
in the 95th Congress and· that we should s·end up legislation 
with a voluntary trigger period -- running from January 1, 

· 1978 (the ap.proximate date on which the ho.spitals' Voluntary 
Effort began) until January 1, 19'80. 'If the hostital industry 
fails to meet limits on the rate o'f increase in · alendar 1979 
mandatorS controls will take e.ffect. And we need die threat 
of stana y controls in the legislation to keep the hea.t on for 
voluntary action by the hospitals. 

Thus, fo.r Calendar 1979, the anti-inflation guideline must 
be at least as tough as the voluntary trigger in the.hospita1 
cost containment legislation. The guideline cannot be weaker 
than the legislative trigger. · 

C. The Method of Deriving a 9. 5 Percent Rate of Increase 

In December, 1977, t'l~e hospital industry set a decelera­
tion goal of 2 percent per year. On October 24th of this year, 
you announced the Administration's anti-inflation program. If 
successful, your anti-inflation program should allow the hospital 
industry to do better than a 2 percent deceleration. 

Deriving 9. 5 percent limit on the ·::rate of increase in 
1979 turns,· then, on two key de,terminants: · the 1977 rate of . 
increase (which is the Voluntary Effort:s' starting point) and 
the effec·t of the anti-inflation program. · In essence, we 
as.sume that your lrogram should yield a 3 percent --.not a 
2 tercent -- dece eration in hospital expenses and that as I 
wi:l make clear below, 9 .. 5 p~cent is thus a reasonable limit. 

• The Data for Determining the 1977 Rate of Increase. 
The hospitals' performance in 1978 can be measured 
against one of two 1977 data bases, bo.th deve:Loped 
by the hospital industry itself. 

The Panel Survefi. This is a monthly sample of 
approximately 2 percent of the na,tiqn' s 6, 000 
general hospitals. In 1.977, the rate o·f increase· 
for total hospital expenses was 15.6 percent as 
measured by this data. · 

The Annual Survey. This survey is gathered from. 
more than 90 percent of the hospitals at the 
end of their fiscal year ... Becaus.e it covers many 
more hospitals, HEW believes it is more r.eliable. 
In 1977, the rate of increase .for total hospital 
expenses· was 14.2 percent as measured by this data. 
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Thus, assuming the 2 percent deceleration goal of 
the Voluntary Effort, the rate of increase in total: 
hospital expenses should be down to. 13. 6 percent in 
1978 and 11.6 perc.ent in 1979 if the Panel Survey · 
data form the base. If the Annual Survey data form 
the base, then the rate of increase in total hospital 
expenses should be down to 12.2 percent in 1978 and 
10.2 percent in. 1979. 

• The Effect of the Anti-Inflation Program. As noted, 
the· wage and priceguidelines should slow down the 
rate . of increase in wages and pri.ces paid by the 
hospital indus'try. HEW assumes the :effect of 
Bour anti-inflation trogram will be to reduce 
~ospi~al industrh in~lation about I )?erc·ent below 
what 1.t would o·t erw1.se have been 1.n 1979, and that 
hos itals should be able to· dec·elerate b 3 · ercent, 
not per.cent, 1.n us: 

If the Panel Survey is the base, then the rate 
o.f incr·ease irt total hospital expenses in 1979 should 
be 10.6 percent (13.6 percent .in 1978 minus 3 per­
cent). 

If the Annual Survey is the base, then the rate of 
increase in total hospital expenses in 1979 should 
he 9.2 percent (12.2 .percent in.l978 minus 3 per­
cent). If we go with a 9.5 limit, we have a 0.3 
margin of error under this line of reasoning. 

II. ISSUE 1fl: THE LIMIT ON HOSPITAL EXPENSES 

As noted, the first issue on which we need' your decision 
is: Wha·t ra:te ·Of increase in total hospital ·expenses should 
be included in both the anti-inflation guideline and the 
voluntary section of hospital cost containment legislation.? 

A. ·options 

Option 1: The limit should be fixed a.t 9. 5. percent 
for Calendar 1979. 

Option 2: The limit should be·2 percent below the 
actual rate of increase in 1978. Unfortunately, . 
there is not yet final data on 1978 -~ .although the 
Panel Survey data for the first nine months indicate 



- 5 -

that the rate of increase will be in the 12.5 
to 13 percent range. ,Thus, the limit should be 
fixed at 10.5 or 11 percent, if the incomplete 
Panel ~urvey data for 1.978 onlr(as opposed to 
1977) ~s used as the .base. (Fl.nal Panel Survey 
data will not be available until next March and 
the·Annuall: Survey data for 1978 will not be 
available until aext September.) 

B. Criteria for Decision 

· (1) Bud et SaVin s.. The following table indicates 
budget savings in '!seal 19~0-82 for different limits on the 
rate o,f increase. 

In the budget projections for Fiscal 1980 
and HEW ha:ve assumed a 9. 5 pe.rcent rate of increase 
guidelines and in the cost containment legislation. 
is little ques,tion that the tightest possible limit 
concommi,ttant savings will help make room in ·a very 
budget for other funding prio.rities. 

9.5% 

10% 

10.5% 

11% 

Federal Savings:· HosP'itals 
(billions of dollars) 

FY 80 FY 81 FY 82 

$1.8 $3.3 $5,. 0 

1. 6. 2.9 4.5 

1.5 2.6 4.0 

1.3 2.3 3.5 

both OMB 
in the 
There 

and .the 
tight 

FY 80-82 

$10.1 

9.0 

8.1 

7.1 
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. (2) To.tal Health System SaVi;n~·S. The following table 
indicates savings·£or fiscal. 1980-8~ in both the public and 
priva.te s'ectors· for different limit·s on the rate of increase. 

9.5% 

10 % 

10.5 

11 % 

Total Health System. SaVings:· Hospitals 

(billions of dollars) 

FY 80 FY 81 FY 82 FY 

$4.8 8.7 13.1 

4.4 7.6 11.8 

% 4.0 6.9 10.5 

3.5 6.1 9.2 

80-82 

' 

26.6 

25.2 

21.4 

18.8 

Obviously the tighte~ the effective limit the greater the savings 
and the greater the reduction in economy-wide infla.tionary pres­
sure from hospital spending. 

(3) Feasibility. ·COWPS questions whether 9. 5 percent 
is feasible. ana. is concerned that by se·t.ting an impos·sible 
limit in the guidelines we will discourage the voluntary e.ff.or·t. 

But, as noted, if we start with the hospitals' own 
Annual Survey data .yi~lding a 14. 2 percent ra.te of increase in 
1977 -- a decision which can be defended -..,. and if we assume, 
.which COWPS apparently does not, that the anti-.inflation program 
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requires· a better than 2 petceri·t deceleration performance • 
from the hospitals, theri we can fairly derive a 9.2 percent 
rate of increase in Calendar 1979. 

Thus, as noted, we have room for about 0.3 per­
cent slippage -- slippage that might re•sult if our es.timates 
.of the xise in prices throughout the economy migrate upwar,ds. 

( 4) Effect on Legisla·tion. Our. goal today should 
be to come in with the lowest possible crediblenumber in the 
legislation. Although 9.5 percent for .. C'alendar 1979 will seem 
low initially to Members (the debate las.t session centered 
around 13.5 or 12.2 for 1978), Senator Nelson has told us 
that he thinks we could come in at about 9.5 percent as an 
opening position in the legislative process. . 

He believes, as we do, tha.t the world changed 
economically this fall.· He believes that, ina very tight 
budget year, Members may be much more willing to impose tighter 
performance standards on hospitals in order to realize the· · 
budget savings that may be necessary to protect o.ther pr~grams. 

'In any event, we can go out with a 9.5.percent 
guideline and, if consultatioa or events· dic·tate otherwise, 
change the limit on the rate. of increase that we put in .the 
voluntary·trigger section of the cost containment legislation. 

But we should clearly. star·t low itt the guidelines 
as a matter of legislative stra·tegy. 

C. Decision. 

___ Option•· 1.: a 9. 5 percent limit on the rate of 
increase in tot·al hospital expenses in Calen-
dar 1979 (HEW and OMB recommend) .. · · 

Option 2: a limit 2 percent below actual per-
--- formance in 1978, which would yield between a 

10.5 and. 11 petcent rage of increase using 
present, though incomplete., Panel Survey data 
(COWPS recommends) . · · 



- 8 -

III. ISSUE 1A2: RESPONS:IBILITY FOR THE PHYSICIAN GUIDELINE 

As noted, HEW and COWPS have agreed that physician fees 
should be held to the same ra:te as the projected increase in 
the Consumer Price Index in 1979· (presently pxojected at 
6 .. 5 percent). 

We need your decision on the following issue: Should 
HEW or ·COWPS have the .. lead responsibility in monitoring and 
enforcing Guidelines for physicians, i.e. be the point of 
negotiation and discussion with providers on the guidelines. 

A. Op·tions: 

Option 1: COWPS. The basic rationale is that 
physicians should be treated like. other professionals 
and kept as part of the overall Guidelines effort. 

Option 2: HEW. The ba·sic rationale is that the health 
sec.tor is different from other industries, as noted in 
the Anti-Inflation White Paper. HEW should have the 
lead responsibility to ensure coordination with its 
legislative initiatives and administrative actions 
because it is .so deeply involved, as a mat.ter of 
law, in the economics of the heal·th .profession already. 

B. Criteria for Decision: 

• Relationship of physicians to the Federai Government 

HEW has a strong interes·t in lev:els of physician 
reimbursem~nt since they affec;t b()th program expen­
ditures and program beneficiaries. 

90 percent of all physicians participate in 
Hedicare, and 20 percent of physician patient 
revenues are derived from Medicare and Medicaid. 

Access to care for Medicare and Medicaid bene­
ficiaries, and the out,.-of-pocket costs to Medicare 
beneficiaries a:re· functions of t:he disparity 
between Medicare reimbursement and phys.ician fe,es. 
Higher fee increases in the private sector will 
reduce access, reduce ass.ignment rates (an 
"as.s;ignment" is a physician's decision to bill 
the patient only for the amount covered by Medicare), 
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and increase out-of-pocket costs to the aged. 
Medicare assignment rates have declined from 
60.8 percent in 1970 to 50·. 5 percent in 1977. 

The Federal governmen·t is increasingly going 
to be involved in doc·tors' fees both in and 
outside hospitals. HEW will be the lead 
agency in that .effo.rt, and, because of its 
central role in the economics: of the health 
care profes!sion, it should have the lead now. 

Because the White Paper discussed the uniqueness 
of the Health Industry,, this .delegation of 
responsibi!l:.ity to HEW, like the delegation 
regarding the hospitals, will not be a precedent 
for other COWPS delegations. · 

• The Need for a Unified Administration Position and 
Coordfination with Legislation and Administrative 
Actions. 

First; HEW has FY 198.0 legislative proposals to make 
physician reimbursement more equitable under Medi­
care. ~y ~stablishing a. system of sta.t~w~d~ fee 
negot1at1.ons. HEW must have the flex1b1l1ty to 
alter physician gui·delines as necessary to carry 
out administrative measures in advance of legislation 
and to implement the legislation when passed. 

Before. legislation is passed, we may take certain 
administrative steps such as consolidating 
carrier areas·and establishing statewide pre­
vailing charge s:tandards. Exceptions to the 
Guidelines may be required to accomplish these 
actions.· 

Under the legislation, as inequities are remedied, 
traditionally high fees will be constrained to 
increases lower than· the overall Guideline:s in 
order to contain program expenditures, while some 
traditionally low fees may need to be increased 
more rapidly than the Guidelines. 

Se'cond; physicians control hospital costs to a great 
extent, and the AMA lobbied hard against hospital 
cost containment legislation. To work effectively 
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as the Administration's chief spokesman on that 
legislation, HEW needs to have sole responsi­
bility for both.the·hospital and physician 

. guidelines. · 

If responsibility for Guidelines on ho.spitals 
and physicians is split between HEW and COWPS, 
the provider will try t·o pit the two agencies 
against each other. There must be only one focal 
point within the Acb:ninist:tation regarding phys'ician 
reimbursement both in and outside hospitals.· And 
.a split would reduce the effectiveness of HEW in 
providing pressure on the p:tov;i.ders to reform the 
delivery system and reduce costs. 

C. Decision: 

___ Opti0n 1: COWPS lead responsibility 

.....__ __ Option ·2,:. HEW lead responsibility 

Both options assume policy coordinat;i.on within ·the 
government between COWPS, DPS, HEW and OMB. 

IV. A FINAL WORD ON ADMINISTRAT'llVE ACTION TO CAP. MEDICARE 
AND MEDICAib cOsTS . 

There is a third weapon we might use in our fight to 
contain hospital c()sts. Under·section 223 of the Social 
Security Act, .HEW· has the authori.ty to regulate Medicare and 
Medicaid payments to providers. 

At present, HEW does regulate "routine" hospital costs 
(i.e. hotel-type, room and board expenses) under Section 22'3. 
And OMB has accepted an HEW proposal to save ap,proximately 
$100 million in fiscal 1980 by screwing those ·'routine''· costs 
down even tighter, 

We could, however, extend the s;cope of our Section 223 
regulation to cover total expenses (bothroutine and non­
routine,· i .. e. medical,· expenses) ~ .c.and we could c~p . Medicare 
and Medicaid hospital payments at, for example, 9.5 percent. 
We have not done that in the past because such action·aimed 
only at Medicare and Medicaid would violate an important 
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principle of the hospital co~t containment legislation -­
that the limit on the rate of increase in hospital: expenses 

.covers all payors. 

Nonethele·ss, we may, in the future, want to use 223 for 
two basic reasons: 

Fir:s·t, it could increase pres:sur·e for hospital 
cost containment legislation because the insurance 
companies would not want hospitals to increase 
fee·s for private patients in order to compensate 
for revenue los·t as·· a result of the Medicare and 
Medicaid cap. 

Second:,. if cost containment legislation fails to 
move rapidly, administrative-action may be necessary 
to ensure Federal budget savings in :Fiscal 1980'. 

· There are many arguments for and against the use o:f Sec­
tion 223. I .thought it important to inform you that we do have 
this weapon to save the Fiscal 19'8.0 budget, if neces-sary. But 
there is a danger that invocation of Section 223 will hurt, 
not help, passage of cost containment legislation· (many in the 
Congre~s do not think 223 applies to·total expenses). We 
might ultimately_face a painful-dilemma: whether to invoke 
223 to save the Federal budge·t even though such action could 
scuttle· cos't contai-nment legislation that would hold down 
skyrocketing hos,pital costs· in both the public and the private 
sectors. 

There is, at present, agreement within the Administration 
that we need not make a dec{sion abou:t using Section 223 to 
con~rol total hospital exlenditures under Medicare and Medic~id 
untl.l about February 15, 979. .·We should put out the gu~del1nes 
and introduce cost containment legislation. We should not make 
a final decision on Section·223 action until we determine 
whether ho·spital cost containment will be able to move swiftly 
enough to ensure our projected fiscal 1980 budget savings_·. . . 
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THE WHITE HOU.SE 

WASHINGTON 

December 15, 1978 
10:30 a .• m. 

MEMORANDUM FOR THE VICE PRESIDENT 

FROM: 

., 

FRANK r1.00RE. 

"'The President has asked me to invite you 
to a briefing this afternoon at 6:15 p.m. 
in the Roosevelt Room. I am not at liberty 
to disclose the subject. I would appreciate 
it if you \'lOuld enter through the SW gate. 
If you are unable to .attend, please qive me 
the telephone number where you can be 
reached at 7:1<0 p.m. this eveniag. ! would 
like to call you back and give. you the 
information which you would have received' 
in th.e briefing." 

We are not talking. with AAs or personal secretaries-­
but orrl~ with the Members themselves. 

Depending upon the acceptances, we will make ass:ignmehts 
later in the· day for the 7:30 p.m. calls request·inq that 
you make some of them. I assume that the S'ecretary of 
State .and the Nationa'i Security Adviser wil1 not have 
time to make calls given their schedules. Therefore, 
we may ask .warren Christopher to make a few calls if 

~t:Je schedule perm:i ts,. · 

The briefing ca1ls will be from a prepared set of 
materials furnished by E>r. Brzezinski whi.ch my people will 
receive at 7:30 p.m. Ne will provide sandwiches and re­
freshments in the Roosevelt Room, and we will invite those 
who attend the 6:15 to 7:15 briefing to remain and watch 
the televised announcement. 

If the r.1.ember asks during the invitation call if he 
should come, I have instructed my staff to say "yes" if 
they are in thevicinity. For instance, Abe Ribicoff 
is in New York and could easily catch a shuttle. 
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I .. 
However., Frank Church is 
and may not be reachable 
Also, Senator Jackson is 
be reachable today. 

2 

traveling by car in Idaho 
by telephone all day long. 
in Washington and may not 

sn.~ 

We are not at this point telling the people we a:te 
inviting about the television address. we will tell 
them about it after Jody and Jerry Raf'shoon let us know 
that it is'&, that we have asked for television time. 

We discussed waiting untiill early this afternoon: to 
begin inviting, but decided that with the Christmas 
social schedules we should begin on a low-key basis ·this 
morning if we hope to attract a respectable crowd' 
n.o· to 12) . 
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SENATE 

Frank Church 
John Glenn 
Jacob Javits 
John Stennis 
Henry Jackson 
Sam Nunn 
John Culver 
Gary Hart 
Strom Thurmond 
Barry Goldwater 
Warren Magnuson 
Milton Young 
Edmund Muskie 
Henry Bellmen 
Robert Byrd 
Alan Cranston 
Daniel Inouye 
Howard Baker 
Ted Stevens 
John Tower 
Ernest Hollings 
Ted Kennedy 
Abraham Ribicoff 
Birch Bayh 

HOUSE 

Speaker O'Neill 
Jim Wright 
John Bradernas 
Dan Rostenkowski 
Torn Foloy 
Robert Michel 
John Anderson 
Clement Zablocki 
Wrn. Broomfield 
Mel Price 



I. PURPOSE 

EXECUTIVE OFFICE OF THE PRESIDENT 

OF'F.ICE OF MANAGEMENT AND BUDGET 
;.· 

.WASHINGTON, D.C. 20503 

MEETillNG ON THE 1980 BUIDGET 

Thursday, December 21, 1978 
2:00 P.M. (2 hours and 15 minutes) 

The Cabinet Room 

From: .J'ames T. Mcintyre, J1l..r-

{j_ 

A meeting regarding the fiscal year 1980 budget, including 
appeals o.f the Departmen.t of Energy relating to.the strategic 
petroleum reserve (2: 00 p.m.) and decisions on the economic 
assumptions to be used in the 1980 budget (3:00 p.m.}. We 
need also to discuss budget plans for welfare refo-rm and 
national health insurance. Supporting materials are included 
in the attachment. 

II. PARTICIPANTS 

The Vice President 
Stuar.t Eizenstat 
Frank Moore 
Hamilton Jord'an 
Jody Powell 
Ge-rald Rafshoon 
Jack Watson 
Anne Wexler 
Alfred Kahn 
Charles Schultze 
Lyle Gramley 
Frank Press 
Rutherford Poats 

ATTACHMENT 

James Mcintyre. 
John White 
Bowman Cutter 
Dale .McOmber 
Eliot Cutler 
Sue Woolsey 
Van Ooms 
Her:ky Harris 
Ken Glozer 
Secretary James Schlesinger 
Dale Myers 
Charles Warren 
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MEMORANDUM FOR: 

THE WHITE HOL;SE 

W:\SHI~GTON 

December 15, 1978 

The Director, International 
Communications Agency 

SUBJECT: Expansion of ICA Exchange Programs 

The President has seen your memo of November 30 (see attached). 
In response to your question o.f whether the program you out­
lined shoulid begin in FY 198-0 or FY 1981, the President stated 
there would be no room in the FY 1980 budget. The President 
did state, however, that the Hubert Humphrey scholarship 
program is a ·good step. In addition, he approved keeping your 
proposal alive for later consideration. 

Copies to: 
The Secretary of State 
The Director, Office- of 

Management and Budget 

. I 

Zbigniew Brzezinski 

• ·:r ~-l •• 
'-!:_ .... 
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ACTION 

MEMORANDUM FOR: 

THE WHITE HOUSE 

1 WASHINGTON 
'J/1>: 

December 14, 1978 

THE PRESI~ENT 

ZB'IGNIEW BRZEZINSKI 

7219 

w. 
· Expansion of ICA Exchange Programs -

Memorandum from John · Reinha·rdt 

You wilili recall that last October in reviewing. John Reinhardt's 
report of ICA' s first six months of operation, you .approved 
my recommendation that we urg,e him to develop a plan for 
expanding. exchange progxams to rectify the 57% decline over 
the past twelve years. He has now responded with a memorandum 
(TAB 1} in which he provides further details on how exchange 
programs have declined and present·s a set .of priorities for 
expansion. He asks for your approval of a program for 
implementing these priorities (TAB A of his memorandum} w:ith 
first-year costs of $6.25 million and requests that you 
decide whether the program should begin in FY 19'80 or FY 1981. 
He att;ached a measuring table of decline at TAB B. TABs A 
and B have been removed because of thickness and are available 
if you wish to see them.. 

I have had Reinhardt's memorandum reviewed by State and OMB, 
both of whom endorse it in principle. State wishes to work 
further with ICA on priorities fo1: expansion. OMB believes 
the program needs to be worked out in greater detail before 
budgetary adjus·tments are made but notes that $5 million has 
been included in FY 1980 budget plannin9 which willil fund the 
newly created Humphrey Scholarship Program. 

RECOMMENDATION 

I suggest you approve this program in principle, for it 
represents a serious response to your original recommeadation. 
I recommend that through modest reprogramming: ICA begin 
implementation of the program immediately, working out 
priorities with State and NSC, accelerating implemen.tation 
in 1980 and, concurrently, working out longer-term funding 
requirement-s with OMB. 

Attachment 
TAB 1 

AGREE ---- 'DISAGREE . ----
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.. !' MEMORANDUM 7219 Re-do 

ACTION 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

NATIONAL SECURITY COUNCIL 

December 13, 1978 

ZBIGNIEW BRZEZINSKI 

P~UL. B. HENZi;J~ 

Expanded ICA Exchange Program 

John Reir1hardt is eager to demonstrate that his agency is 
responsive to the President.' s desire to see exchange programs 
expanded to make up for the decline of the past decade. He 
has prepared a decision memorandum for the President which 
needs to go forward immediately i.f it is to be taken into 
account in the current budget review process. I have pre­
pared a brief memorandum from you forwarding it to the 
President (TAB I) and recommending appro\ral in principle, 
but without locking the President into decisions on specific 
budgetary allocations. If we are serious about expanding 
exchanges, we should begin immediately (not wait unt·il FY 198 0 
or FY 1981) and the modest funds to. do thi·s can be found in 
the current ICA budget. What is needed during the first few 
months is not a lot of money, but careful developmental 
work, country-by-country, to work up good programs. 

State has reviewed Reinhardt's memorandum and endorsed the 
program in principle and wishes to work closely with ICA in 
developing the program before endorsing a specific set of 
priorities. State's memorandum is attached. 

OMB has reviewed this program, in conjunction with its 
consideration of ICA's appeal of OMB's recommendations on 
its FY 1980 budget. OMB accepts the need for an expanded 
exchang.e program, notes that future-year funding for a 
prog.ram is partially provided for in budget projections for 
FY 1980 ($5 million which will fund the newly created H'l!lmphrey 
Scholarship Program) and beyond, but believes that ICA should 
plan its effort in greater detail before more specific 
budgeting can be done. _ OMB' s me~orandum is attached. 

Both State and positions are consistent with the position I 
recommend you take: that you send Reinhardt's memo (TAB 1) 
to the President with the recommendation that he endorse the 
program in principle without reaction to the specific approval 
requests made in it. 

~ 
To reduce the thicknes•s of Reinhardt's memo, I have removed 
TABs A and B but suggest they be readily available in case 
the President asks to see them (TAB II) . 

Attachments 
State and OMB memos h/w and 
TAB I w/TAB 1 and TAB II 
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NATIONAl:. SECURITY COUNCIL 

.Rick, , , 1 '/lL•' ,' ,, .: i·v"'-· 

Tom/has reviewed the memo 
and goes along with the 
s~rious exception of the 
priorities gi~en on page 3 
of Mcintyre's memo. ZB 
will note tha,t the lower 
"tier" LDCs get no attention. 
Instead, they get the Humphrey 
Scholarships which, however, 
were meant to be additional 
to existing programs not in­
s,tead of. 

' 

Also, you ay wan to take 
. \ ~ Tabs A ~d toR ck Hutcheson 

with th . me o, in ca•se the 
Presiden w nts th m. 

Christi:ne 
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DEPARTMENT OF STATE 

· Washington, D.C. 20520 

December 6, 1978 
~NClASSIFIED 

UNCLASSIFIED 

MEMORANDUM FOR DR. ZBIGNIEW BRZEZINSKI 
THE WHITE J-IOUSE 

Subject: Expanded ICA Exchange Programs 

The Department in principle supports an expansion 
of international exchanges as an· important foreign 
affairs effort. We. hope an approved program can be 
accorded sufficient priority to assure adequate funding. 
The draft "Program for the '80s 11 focuses on a number of 
important issues and represents a useful starting point 
for developing. an ex pans ion. 

Deputy Secretary Christopher recently discussed 
the ICA expanded exchange program with ICA Deputy 
Director Bray, and it was agre!9d that State and ICA 
would work together over the next two months on 
specific priorities for allocating expanded exchang.e 
resources. The Department is pot able on the present 
short notice to comment on the ordering of priorities 
outlined in the ICA submission. 

__d~ ·~-1\M~~M-' 
Peter Tarnoff 

Executive Secretary 

UHCUSSlflEO 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANA·GEMENT AND :BUDGET 

WASHINGTON, D.C. 20503 

MEMORANDUM FOR: The Pres~:dent 

FROM: James T. Mcintyre 

SUBJECT: Intemational Communication Agency Budget Appeal 
. a~d Plan for Increas jn-g Exchange Prog:ram 

The International Communication Agency has appealed their budget 
allowance for 1980 seeking $2.5- mill ion for several technical 
improvements for the Voice of America and $6.2 million for the first 
year of a four year expansion of their exchange of persons 
activities. 

We believe Voice of America items (an additional transmitter in 
Greece,, p.artial m0dernization of the Washington plant, and some 
research funds) are all ve.ry marginal. · ICA ranked them very low in 
its ZBB budget. We believe all ought to be denied in this tight 
budget year. 

The increase for exchanges ts proposed in the context of the multi­
year plan to expand exchanges that you requested recently a.t Zbi g 
Brzezinski's suggestion. John Reinhardt has drafted such a plan, 
which could also se:rve as your respon:se to the requirement in the 
Foreign Relations Author~zation Act~ 1980, that you prepare a general 
plan for expanding excha'nges over a four-year pe-riod beginning 
Octobe.r 1, 1979. The ICA plan woul:d increase exchanges $44 million 
above the current $64 million level (the $32 million base listed in 
·the ICA paper includes only part of the cost of these activities) 
over four years beginning with a $6.2 million increase irn 1980 or 
1981. 

OMB be 1 ieves ICA is probably co.rrect when it asserts that there are 
gaps in current exchange act i viti es that are detrimental to U'. s .. 
national interests. For this reason, the 1980 budget mark includes a 
$5 mill~·on real increase for this program (beyond estimated 
inflationary costs) which will fuRd the newly created Humphrey 
Scholarship Pro.gram. Furthermore, OMB' s out-yea:r pl anni:ng amounts 
include $5 million real increases in the program level each year 
through 1984. 

We believe the ICA "plan~ lacks the ktnd of analysis needed before 
these program increases can be justified or properly administered. 
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lCA points out that its academic exchange program has suffered a 57% 
real-term decline aver the past twelve years. However, the world 
situation is very different from that·of 1966, and it is difficu.lt to 
jl:ldge from the report what such a decJine means. Private exchanges 
have increased sharply. The plan, however, fails to address the 
exchange activity going on now outside of the ICA program or how the 
latter relates to (or fills gaps) in the former. As the report does 
point out, there are 250,000 foreign students in the U.S. now 
compared to 82,000 in 1964. · '· 

Perhaps the 57% decline in the I CA prog.ram is Mt as serious as the 
ratio implies. For example, the ICA pape.r notes that there are now 
only 5-10 grant opportunities for Bra~ilian econ0mists to study in 
th.e U.S. wbil e five years ago there were 50 B·razil ian economists 
enrolled in U.S. Ph.D. programs under various grants. It fails to 
note how many Brazilian economists, whatever their funding source, 
are n0w at Amedca.n universities or whether a "shortfall" in 
American-trained economists is developing in Brazil. 

The ICA report addresses· prii:m~rily how to i'ncrea•se the government 
program to its past 1 evel and beyond. It s·houl d. instead identify the 
opportunities, importa,nt to U.S. interests, that are being. missed by 
both the private and public sector. Only when this is done. on a 
country-by-country basis,, can substantially increased' ICA programs be 
justified. 

I recommend that you• not respond to the specific choices provided you 
in the ICA paper. Rather I recommend that you approve the OMB 
allowance for lCA for 1980' and beyond, which :provides moderate real 
increases. I suggest th'at my staff work with NSC and I CA staff to 
develop the framework and analysis needed to ascertain the need for 
expanded exchange activiti•es. I:f the p.roduct of that analysis 
indicates increased resource needs, beyond both what can reasonably 
be reprogrammed and the increases already included in the OMB 
p.lanning numbers, increased funding c~n be provided in 1981 and 
beyond. 

We believe this will lead to the kind of plan which, will be 
defensible to the public and critical elements in Congress during a 
period of fiscal austerity. 

Approve Disapprove 

cc: Official fi.le - State/ICA ~ 
DO Records · 
Director•s chron 
Executive Associate Director 
Mr. Jayne 
Mr. Sanders · 
IAD:p:mh: 12/1/7~ 
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INTERNATIONAL EXCHANGE OF P·ERSONS: 
A PROGRAM FOR THE 1980's 

A. PURPOSE 

The proposed exchang.e-of-persons program for the 

1980's has three purpos·es: 

(1) To assure that there is a sufficient number 

(2) 

of trained and sensitive Americans to assist 

this country to deal effectively with the 

world of the 19 8·0' s a:nd 1990's; 

' I 
To assure over the next generation that 

significant leaders in countries important 

to the l;Jnited States have had a first-hand 

encounber with American society; 

(3) To assure that there are enduring personal 

and· institutional l.~nks., between influential 

Americans a_nd foreigners, -of the kind and 

·quality which can f•acilitate cooperative 

address to major international problems and 
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a reciprocal appre.ciation of value·s and 

ideas. 

B. NEED 

The need for an enhanced Program for the 1980's 

rests on an assumption: .that, despite. a significant 

increase in the flow of people and information across 

international boundar.i.es, "gaps" in contact exist 

which could irnpac.t on our national interest. To 

illustrate: 
t 

Example: While ·the number of Japanese in the u.s. 
I 

to acquire English, learn about American 

busines:s and its . techniques, and "wor.k the 

market" is estimated at 10,000, the corn-
·f 

parable number .o.f Americans in Japan is 150~ 

Example.: A "successor generation" is corning. to power 

in Western Europe.without the shared 

experience of World War II and its immediate 

afterrnat,h, an experience which generated 

common values and cooperative relationships, 

an experience which is not being duplicated 

by the "naturp.l", commercially oriented 
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flow of people and ideas between the 

Uni te.d States and Western Europe. 

Example: Our Embassy in Lisbon reports that the 

Portuguese higher education system is in a 

dramatic state of flux and looking urgently 

to the U.S. for advice and assistance. 

The lon9~term strategic advantage of a 

respons,e is cons.id.erable. The Fulbright 

budget ~s $85,000. 
·. ·~ 

Example: While the economic power and importance o·f 

Brazil has grown dramatically over the past 

decade or so, currently there are only 5-10 

grantfopportunities for Brazilian economists ,, 

to study in the United States. There were 

50 Brazilian economists enrolled in U.S. 

Ph.D. pro.grams.five years ago. 

Example: While over the past few years Africa. has 

become a· major focus of U.S. interest, our 

knowledge base from which to deal with that 

variegated continent is severely conptric.ted 
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by the fac.t. that we support no senior 

research fe.llowshi:ps and only seven 
-::.: 

doctoral students .in all o-F Africa. 

'l'hese are "g.aps". They represent the kind of lost 

opportunities to which a Program for the 1980's 

should be geared. 

c. PRIORITIES 

It is with the "gap" principle in mind that the 

Program for the 19•80 • s is focused on the following 

priorities: 

Weste-rn Europe, Japan and Australia -- Proposed 

fo.r priority allocation because of: (a) the premier 

importance of the area to the national interest of the 
?· 

United States: (b) the "successor generation" gap; and 

(c) the dire financial condi t.ion o.f many of the 

·exchange programs in E.urope~ The purpose of the pro:-

g.ram would be to .generate cooperative European/American 

sensibility, to give emerging Kuropean political 

leaders a more accurate ·sense -of the reality of the 

post-Vietnam;, post-Watergate Ame.rica, to bring the 
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Leftist-oriented and influential European .academic 

elites into contact with more market-oriented counter-

parts. in the United States and to give the latter a 

better sense of the val~e framework from which the 

former are working. 

yss:R, Eastern· Europe and the PRC -- Proposed for 

priority attention because: (a) in these societies 

there are few alternatives .for contact beyond official 

exchaBges; (b) the gaps in. understanding--and the 

implications of these g.aps--bet\veen these societies 

and our own are enormous (as illustrated most recently 

in conversations eight U.S. Senators held with Soviet 

officials in Moscow) ; (c) the opportunities for e~pansion 
< 

·T 
appear to be growing (Poland wishes to double its exchange-

o£-persons program with the United States); and (d) an 

expansion will put us in a ll"\Ore favorable- position at 

the ~iadrid 19 80 review of tne Helsinki Accords. Opper-

tunities in the PRC are now hidden, but could emerge 

rapidly and compellingly. As:suming a continuation of 

the current attitude in ~eking, the program would 

focus on: (a) facilitating--but not funding--the 

i: 
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. successful placement and treatment of Chinese students 

and scholars in the United States; (b) maintaining 

. -~ 
reciprocity in the program by expanding the number 

of Americans sent to the PRC; and (c) engaging 

influential young.er Chinese with their counterparts. 

in the United States, a forJll of contact non-existent 

for 30 years. 

"Upper Tier" LDC's -- Proposed for priority 

attention becau~e: (a) their importance to the U.S. 

national interest has expanded with the dramatic 

increase in their economie's and the leading role they 

play in regional and global affairs; (b) the oppor-

tuni ties for use.ful contact have increased as these 
.f 

societies and their institutions have grown more 

sophisticated; and (c) while the opportunities for 

contact have increased, support for contact from 

both public and private sectors has declined, thus 

creating a gap. 'I'he "'upper tier" category includes 

such countries as Brazi.l, Nigeria, India, Iran, Egypt, · 

Mexico, ASEAN. 

<' : 

~ i .. 

! '• 
I 
I· 
I 
I 

l 

i· .. 

' f·. 
i'· 
I 
!· 
t. 
r 
!.. .. -~ .. 

~?r·:; 
i:'':,"';'·.··: _,. 
l. 

~-:'· , ... ; 
j:·~:·i .. 
~: '. ; 



~;~ ./-. 
. /.. 

- 7 -

Southern Africa and the Middle East Proposed 

for priority attention because: (a) these are areas 

of the world of importance to the United States that 

are. undergoing rapid change~ in leadership and/or 

direction; (b) contact between influential Americans 

and the emerging leaders has been relatively limited; 

and (c) the institutional and value preferences and 

allegiances of these societies have yet to be 

determined in any definitive way, and could be 
f ., 

positively infl\}enced by closer contact with the 

United States. 

D. PROGRAM FOCUS: Justification for their Priority 
Status 

The origins 1and precise nature of the gaps vary 

from area to area. For this reason, -the prog,rammatic 

means of dealing with each gap will also vary. 

For example, in Western Europe·the program should' 

give relatively gr~ater weight to enhancing Am~rican 

Studies programs and to bringing relevant professionals 

(public servants, environmentalists, labor leaders, 
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local gover11ment leaders, etc.) together to discuss 

common problems. 

I,n the USSR, Eastern Eurppe and the PRC, re la ti ve.ly 

greater weight should be given to the exchange of 

influential academic.s from i~po.rtant institutions and 

to enhancing contact among.emerging political and 

professional elites. 

In the "upper tier" countries, relatively greater: 

emphasis should be placed o~ increasing contact among 
-~ 

economists,· comnmnicators,, businessmen and labor 

groups. 

In the Middle. East and .~outhe-rn Africa, {as well 

as the PRC and the "upper tier" countries), a primary 
·t 

goal is enhancing our own knowledge and understanding: 

in order to deal more effect:ively with these societies. 

In all cases, and whatever the specific a'rea, the 

key ingredient wo.uld be enhancing contact among younger 

leaders who are li~ely to be influential in their 

societies 10 or 20 years hence--be they academics, 

political leaders, economists, cO!Th"TTunicators, writers, 

artists, or intellectuals. 

. ~· 
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Finally, the Program for the 19 SO 1 s do.es not 

focus heavily on "lower tier" Third World countries. 

These., we believe, are adequ·ately covered both from 

the current ICA base and from the recently approved 

Humphrey North-S.outh Scholar~hip program. It is true 

that these countries are impprtant collectively, and 

a single American can have a relatively greater 

impact than in Japan or Germany. It is also true 

that these countries are of relatively less impor:-

tance to the United States, that they are benefiting 

from already existing ICA-funded programs and that 

the benefits to be derived from enhanced programs in 

these countries ,~are relatively marginal, precisely 

because they have smaller elites, less sophisticated 

institutions and re-latively less capa·ci ty for absorbing 

program enhancements. 

E. SPECIAL PROGRAMS_ 

Two additional elements o.f a Program for the 

19 80 1 s deserve note: 
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Foreign Student Counseling. There ·are now 

250,000 foreign students on ___ American campuses; in 

196 4 there were 82, 0·00. Pr_e-arrival screening~ 

testing, placing, counselin~ (and post-arrival 

assistance) mechanisms are hopelessly inadequate. 

Frustration, failure and anger are too frequent among 

individuals who represent a statistically significant 

future leadership pool in many foreign countries. 

Given our longer-term·· interest in these individuals·,· 

and the fact that they are contributing $1 billion 

to the U.S. economy, a modest investment in counseling 

and related services seems justified. 

Competent AJJerican Leadership Cadres. One of the 

most cost-beneficial programs supporte.d by ICA has 

been the effort to put emerging young American 

political leaders (.at the local, state and national 

levels) into contact with tpeir counterparts in 

se-lected countries of importance to the United States 

abroad. The costs per individual are relatively 

sma.ll .. The benefits are apparent: (a) those 

,,· 
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involved have already achieved a leadership position 

of one kind or another in their communities; (b) because 

of th,eir. leadership positions, their experiences can 

affect others; and (c) networks of contact are 

established that will prove.~eneficial as individuals 

rise in influence. 

This small, still tenuous program has focussed 

in the pas·t largely on such countries as the Soviet 

Union, Syria, Israel and Mexico. It should be 

substantially expanded-..,.in frequency of visits, the 

number of iA.dividuals a:nd foreign countries included, 

and in the geographic areas from within the United 

States from whiqh American participants are drawn. 

While the United State.s:>traditionally has been 
'. ~> .. 

an insular country, with lb,J~·¢ign ·contacts concentrated 
'II.' · .. : -~ 

'·\":,.· 

mainly among a small eli te:$9:f:t the East and West Coasts, 
~~~- ·~f~i 

communi ties throughout the._:··:c:'9un try are today being 
;, ? 

it \:1.. 

seriously affected by inteih~tional developments. 

These coriimuhities, and the pountry as a whole, would 

benefit from greater foreign contact on the part of 
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F. FUNDING 

The best current estimate of the annual funding. 

required for the initiatives described above is 

$76.2 million ($44.2 million above the 1979 base). 

To assure a prudent phase-in, but also to respond 

to highest priority immediate needs, we recommend a F , .. 

staged, four-year enhancement outlined in the attached !'·./ .. ' 

table and its acc~mpanying notes. 
l . i 
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PROGRAM FOR THE 1980's: 
USE OF PHASED ADDI'I'IONAL FUNDING 

Notes on Preceding Table 

Western Europe, Japan 

Year II 

Year III 

Year IV 

Increase funds to Bi-National 
Commissions to "stay in business" 
(cost-sharing problems, dollar 
devaluation, inflation). 

Incr~ase Europeari academics in U.S. 
unive-rsities; Japanese and European 
prdfessionals and leaders in U.S. 
institutions. 

Increase American doctoral students, 
academics, professionals in European 
and Japanese institutions. 

Continue as above. 
·-·i ., 

Eastern Europe and USSR 

Year I 

Year II 

Year III 

Year IV 

Increase exchanges of persons i.n ful­
fillment of Helsinki Accords. 

Increas~ visits of young foreign 
"influentials"! 

Expand institutional networks; grants 
to individual "influe-ntials" and 
academics, both ways. 

Continue as ·above. 
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"Upper Tier" LDC' s (Bra.zil, Nigeria, India, Mexico, 
ASEAN, et al.) 

Year I 

Year 'II 

Years III 
and IV 

No increase ex~ept counseling. 

Increase foreign "influentials" and 
academic exchanges, both ways. 

Expand programs under Counseling, 
Cooperation with Private Sector. 

People's Republic of China 

Year I Support American research s:cholars and 
doctoral candidates. 

Year II Increase suppor:t for American research 
schplars and doctoral candidates. 
Expand prog;ram· for Chinese 11 influen­
tials" to visit u.s. 

Year I.II Expand opportunity for Americans .to 
study, consult and observe in the PRC. 

Year IV Support additionaL programs including 
cooperative research. 

Middle East 

Year I No increase. 

Year II Initiate programs in cooperation with 
private institutions, e.g., suppor·t 
for Camp David a~reement; student 
counseling. 

Year III Add programs in cooperation with private 
sector; develop professional networks; 
American scholars, teachers to Middle 
East universities. 
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Year IV Continue as above. 

Southern Africa 

Year ,I 

Year II 

Year III 

Year IV 

Third World 

Years I 
and II 

Years III 
and IV 

No increase . 

Expand support for Southern African 
teachers, stude~ts and professors in 
u.s. institutions; Americans observe, 
consult,, study and teach in Southern 
African institutions. 

Increase program for foreign 
11 inf luentials ... 

Initiate progra~s as opportunities 
ari,se. 

.. -; 

No increase. (Humphrey Scholarships 
will be introduced during this period.) 

Add categories and numbers of forei9n 
11 influentials 11

, Increase academic ex­
ex~hanges se.le~tively, both ways. 

Cooperation with Private Institutions 

Year I 

Year II 

Year II.I 

Focus on competence e.f young. American 
leaders. 

Expand American institutional networks; 
increase American competence in Japan, 
Western Europe, "upper tier .. LDC's, PRC. 
Support institqtional linkages with 
~outhern African institutions and U.S. 

Deve.lop network-s and links between 
professionals and their organizations: 
Middle East, 11 Upper tier" LDC's, PRC, 
Japan, Western Europe,. Ea·stern Europe. 
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Year IV 

Counseling 

Year I 

Year II 

Ye.ar III 

Year IV 

- 4 -

Worldwide programs. 

Counsel foreign graduate and under­
graduate studen.ts. Focus: "upper 
tier" LDC's, Western Europe and Japan, 
other. 

Focus: "upper tier" LDC's, Middle East, 
East Asia, China, Japan, Western Europe 
for third country nationals. 

Focus: worldwide. 

Focus: s;pecial. programs. needed. 
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A PROGRAr-1 FOR THE 1980s 
DISTRIBUTION OF PHASED ADDITIONAL Fli'NDING 

(Doliars in millions) 

Western Europe/Japan 

Eastern Europe/USSR 

"Upper Tier" LDCs 

People's Republic of China "­

Middle East 

Southern Africa 

Third World 

Coope.ration with Private 
Institutions 

Counseling 

Year I 
L3 

2.5 

* 
• 3 

. 8 

1.,.3 

6.2 

X~Ci_:r; ~I 
1.7 

• 5 

1.2 

.2 

* 
1.3 

1.9 

2.2 

9.0 

Year 
1.7 

.8 

* 

.1. 0 

1.7 

1.4 

.4 

3.2 

2.8 

13.0 

III 

Additional Funding 
Base 34._0 38.2 47.2-
Total Direct Grant Program 38.2 47.2 60.2 

Year 
1.1 

. 9 

* 

1.0 

* 

1.0 

3.0 

6.0 

3.0 

16.0 
60.2 
76.2 

*Area inclfided in Counseling and Cooperation with Private 1nstitutions 
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AFRICA 
Teachers/Researchers 
Doctoral Scholars 
Fareign i•rnfluentials" 

Subtotal 

LATIN ANERICA 
Teachers/Researchers 
Doctoral Scholars 
Foreign "Influentials" 

Subtotal 

WESTERN EUROPE 
Teacheis/Researchers 
Doctoral Scholars 
Foreign "Influentials" 

Subtotal 

EASTERN Et.:ROl'E 
·.Teachers/Researchers 

Doctoral Scholars 
Foreign "Influentials" 

Subtotal 

EAST ASIA/PACIFIC 
- Teachcrs/R.ese<:>rchers 

Dvc~oral Schol~rs 

Foreign ''Influenti-als" 
Subtotal 

NEAR EAST/SOUTH ASIA 
Teachers/Researchers 
Doc~oral Scholars 
foreign "Influentials" 

Subtotal 

Subtotal All Areas 

Subtotal American and Foreign 

Other Grant Categorfe:s 

TOTAL GRANTS AWARDED 

:-IEASURING THt DECLINE 

Exchange Grants Awarded 1968-1977 

19.68 
For'n U.S. 

1 
628 
522 

lLSl 

60 
13 

73 

137 136 
628 13 
889 

1654 . 149 

332 246 
845 612 
242 

1419 858 

62 47 
70 52 
64 

196 99 

64 115 
383 56 
518 
965 171 

78 102 
424 58 
J.07 

. 7119 HiD 

; 6094 1510 

7604 

1168 

8872 

1970 
For'n u.s. 

2 
341 
538 
881 

39 
2 

41 

59 105 
335 23 
.628 

1022 128 ··-· 

167 
686 
208 

1061 

80 
78 
58 

216 

43 
202 
299 
544 

43 
. 252 
144 
439 

4163 

106 
244 

350 

65 
66 

131 

82 
23 

105 

62 
16 

~ 

833 

4995 

.___ill. 

5:.124 

'. ·~ -~ . -

1972 
For'.n U.S. 

2 
163 
587 
752 

62 
0 

6z 

85 119 
264 26 
514 
863 i45 

211 
593 
264 

1068 

89 
84 

.120 
293 

47 
299 
303 
649 

51 
2i6 
174 
441 

4006 

232 
252 

484 

87 
62 

149 

127 
25 

--·-
152 

104 
24 

f28 

1120 

5.126 

5830 

1974 
For'n !!~ 

35 58 
119 7 
496 
650' 6s 

66 103 
220 30 
449 
735 133 

204 263 
530 273 
383 

1117 536 

108 118 
142 76 

99 
349 194 

63 137 
307 15 
309 
679 152 

37 85 
149 17 
168 
~!!. 102 

388.+ ll82 

5066 

510 

557& 

1977 
For'n u.s. 

44 48 
141 7 
438 
623 55 

17 70 
164 35 
340 
521 105 

191 232 
478 233 
4.32 

1101 465 

101 1,81 
'95. 74 

129 
325 2 55· 

76 9o 
271 15 
258 
605 111 

73 70 
116 4 
173 
362 74 
=::=::::: = 

3537 1065 

4602 

471 

5Q73 
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'f.O: DAV I.D AARON 

FROM: RANDY JAYNE, ADINSIA 

Attached is a copy of a memorandum Jim will be 
sending to the Pres i;dent shortly on the ICA budget. 
It waul d seem ,:to me to be US'eful for us to try 
to coordinate 'this memo • s movement with your · 
submission of the ICA expansion plan. If you 
agree, we should have our staffs work together 
in the next few days to that end. 

As you can see from this memo~ we are skeptical 
regarding the extent to which the lCA plan would 
justify the kind of additional fundi g which they 
request for 19~0. 
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MEMORANDUM FOR: 

SUSPENSE 
NATIONAL. SECURITY COUNCIL. 

WASHINGTON, D.C. 2.0506 

December 4, 1978 

P.eter Tarnoff· 
Executive Secretary 
Department of State 

NSC 7219 

SUBJECT: Expanded ICA Exchange Program 

The NSC Staff would like to have State Department's 
concurrence on the attached memorandum for the President 
from John E. Reinhardt, Direc-tor, ICA. P./..ML- ~v..e.r. ~-I _· A.l'.) 

r.A. ./INA'cl: DIU s~ ~" ~ ,.,'/1 *fA.ol /,c,slil "'r ' ..... k,Q.~r 

4EK.. L flh.-tin/d; 
Attachment 

Reinhardt Ltr to 
President, 11/30/78 

Staff Secretary 
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•.!"---~ 7219 

.,.. : MEMORANDUM 

NATIONAL SECURITY COUNCIL 

30 November 1978 ~:. 

ACTION 

MEMORANDUM FOR: ::::N:~wf~ 
Expanded IC . change Program 

FROM: 

SUBJECT: 

John Reinhardt is eager to demonstrate that his agency is 
responsive to the President's desire to see exchange programs 
expanded to make up for the decline of the past decade. He 
has prepared a decision memorandum f.or the President which 
needs to go forward immediately if it is to be taken into 
account in the current budget review process. I have pre­
pared a brief memorandum from yo•u forwarding it to the 
President /TAB '~(A) 7 and recommend.ing approva:t in princ1ple, 
but without locking the President into decisions on specific 
budgetary allocations. If we are serious about expanding 
exchanges, we should begin immediately {not wait until 
FY 1980 or FY 1981) and the modest funds to do this can be 
found in the current ICA budget. What is needed during the 
first few months is not a lot of money, but careful dev~lop­
mental work, country-by-country, ·to work up good _EI.Qg.r.arns .• --­

nding needs for future years ~.-then--be-wo·r'Jfe-d out with 
MB. L,ta;I.ked tQ....O.MB-ab'Cfut this and they have promised 

to develop a ~raposa.J_b..Y..J::hEL.!J~~--the Presidential 
rev~~ foreign operations budget take·s-p:l:aee--.on-------.: __ 
~cember. 

RECOMMENDATION 

That you s,end Reinhardt's memorandum forward to the President. ,../ 

Attachments 
TABs .{A) and 
l (with atts) and 2 
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International 
~ Communication 

Agency 
United States of America 
Washington. D.C. 20547 

.,. 

Offfe of the Director 
_f 

-~ 

l 
November 30, 197~: 

·t 

MEMORANDUM FOR: THE PRESIDENT 

FROM.: John E. Reinhardt -~ 
Director 

The is sue is whether, how, and in what time frame to expand 
our ac.ademic and other exchanges progr.ams. 

Ill his memorandum to you of October 24, Dr. Brzezinski noted: 
"our expenditur.es on the compe.tition for ideas have not kept 

, pace with military outlays and we have a serious lag to make 
good." Some indicator.s of the decline are at Tab B. 

The problem is easily iden-tified: funds appropriated to 
these exchanges have not kept pace with inflation and the 
decline of the dollar (academic exchange funds have de­
clined by 57% in constant dollar.s over the pas·t decade). 
With the shift in emphasis in our foreign assistance programs, 
the focus has been on "basic human needs" at the expense 10f 
higher education or international exposure. Private founda­
tions and academic institutions -qave curtail·ed their own 
efforts in recent years. 

As a result: 

-- All of our We s·tern European exchange programs 
are inadequately funded·; 5-6 academic programs face the 
possibility of extinction in the next several years. 
Several European governments have indicated that, in the 
absence of significantly increased U.S. funding, they 
may begin to use their own contributions to these programs 
for exchange with other countries. (We currently fund 
only one full-year research grant for an American to all 
of Scandinavia; the number of French g.rantees has fallen 
in 10 years from 309 to 67. The FRG at-taches such high 
political importance to these programs that it is now 
funding 80% of exchanges with the United Sta•tes; the 
Bunde-stag appropriations committee, however, has sought 
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out our Ambassad·~ .to express its growing unhappiness at 
the ·funding imbalance and to remind us.~hat the USG in 1974 
committed itself to parity funding.) 

- We are forfeiting oppordinities with emerging leadership 
groups and institutions in the "Y:pper tier" LDC' s. Our programs 
funded only 16 American scholars; to Brazil in 1977, only 7 
Americ·an doctoral students in all of Africa, only 3 in Korea, 
none in Iran, none in Nigeria. Ten years ago we officially 
hosted 1,000 influential younger Latin Americans; last year the 
figure had drop.ped to 340. 

- The U.S. has been criticized by the USSR and 
Eastern European countries for not enlarging our exchange.s in 
fulfillment of the Helsinki Accords. Both Dante Fasc;ell of 
the CSCE Commission in Congress and Warren Christopher have 
asked ICA to enhance these programs. As a general proposition, 
the Department of State has authorized us to express its strong 
support. for enhanced exchanges programs. · 

The foregoing quantitative measures do not reflect the qualitativ,e 
decline. Influe·ntial foreigners, brought here to be impressed· by 
the u.s., literally s.tay in third-rate hotels, t.ravel in the 
company of inadequately trained escorts and interpreters, or with 
inadeq.uate attention to their programs from overworked contract 
agencies. The, average duration of academic sojourns has been 
reduced, typically, from an academic year to a seme.ster or les•s; 
the value of stipends has eroded so dramatically as to make it 
difficult to attract truly authoritative scholars; the value of 
a grant for:a d·octoral scholar is now, typically, the cost of an 
airplane ticket. 

For 1979-80 we have re.programmed $2.3 million from other ICA 
activities into general exchanges; given that all of 'ECA' s 
activities are engaged in what Dr. Brzezinski calls "the 
competition for ideas" we are now robbing Peter to pay Paul. 
Reprogramming on a scale commensurate with the needs outHned in 
this memorandum would represent radical--and not necessarily 
correc.t ive--surgery. 

In our view, the·se exchanges programs should have three goals: 

(a) To assure, now that it is clear the United States 
cannot overwhelm its foreign problems by throwing resource•s at 
them, that there is an adequate cadre of trained and sensitive 
Americans to assist this country to live by its international 
wits; 
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(b) To assure tha·t over the next generation there are 
successors to the 38 heads of state or governme.nt who are 
currently alumni of these programs (or the ll members of 
the current Indonesian cabinet, or the 10 of the current 
French cabinet); 

(c) To as·sure that there are enduring personal or 
insti,tutional links between influential Americans and 
foreigners of the kind .and quality which can facilitate 
coope.rative address to major international problems and a 
reciprocal appreciation of values and ideas. 

As a result of your reaction to Dr. Br-zezinski's memo, we 
have developed a pos.sible "Program for the '80's". From 
the 1.979 level, and at eventual full funding, the program 
would represent approxima•tely a $44 million increase in 
our curren.t exchanges budget of $32 million. The increase 
would be composed entirely of program funds; there would 
be no net addition to ICA staff, We would propose that 
the increase be pha,sed in over a four-ye·ar period (doing 
so would respond to the congressional reques•t in our 1979· 
Authorization Act that you submit a multi-year program to 
enhance exchanges). 

We believe that any new funds should be apportioned 
acc.ording to the following priorities (the ratio.nale 
whic•h is at Tab A). 

for 

(a) The technologically advanced and/or democratic 
societies, in o.rder to contribute to a solid "rear area" 
in the years ahead; 

(b) Eastern Europe, the USSR and the PRC; 

(c) the "upper tier" LDC's; 

(d) Southern Africa and the Middle East; 

(e) Special attention to Mexico (and, to a lesser 
degree, Canada). 

We will continue to operate exchanges programs in the 
poorer LDC •·s, which will also benefit by your recently 
propo·sed program of Humphrey Scholarships for younger 
public servants nominated for one-year "topping off" 
educational experiences in the United States. But the 
preponderance of incremental· funds would be applied as 
outlined above, particularly in the field of academic 
exchanges. 
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In addition, we would pro.pose a substantial expansion of 
an existing small program under which young American public 
officials (elected and appointed from local, s.tate and 
fed·eral levels) are exposed to s,elected foreign societies. 
The curre.nt program, administered by the bi-partisan American 
Council of Young Political Lead~'f,s, for example, has focused 
on the USSR and has created an impressive network of 
personal relationships among em~rging figures in both countries. 
We would .propose not only to increase the numbers of American 
and foreign public officials pat"ticipating in this kind of 

. program, but to enhance the learlling experience by building 
short "bursts" of academic· study into it. 

The pt'oposed "Program for the 1 80 1 s" is explained in greater 
detail at Tab A. 

Since ICA could not prudently ad'Qlinister the total sums 
required fo.r these programs were the funds to become avail­
able in any given fiscal year, we recommend. phasing them 
in. over four years. ·· 

, . .-' 

We recommend approval of the program at Tab A and that 
it form the basis for the required repo.rt to the Congress 
early next year. If you approve 1 we will draft the report 
for. White House consideration •. 

Ap.prove Disapprove -----------

We would recommend first-year attentio.n to: ( 1) a partial 
restoratio.n of the exchanges programs with the technologi­
cally advanced/democratic societies; (2) Eastern Europe and 
the USSR (so as to position ourselves for Madrid 1980); 
( 3} a radically expanded program involving young American and 
foreign pub lie leaders. We would also hold a small reserve 
fund so that. we can take advantage of opportunities in the 
PRC. 

Firs.t-year costs for thes.e purposes would require $6.25 
million. 

Approve Disllpprove ---------
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The question then arises as to whe·ther you wish to enhance 
these programs beginning in FY 1980 or defer until FY 1981. 

Begin in FY 19'80 ----- Begip in .FY 1981 



Receiv:ed: /c::2- ;!If Hr: LOG# 

Q
' NSClS ACTI~):Ji . ~g ~nT~ ~t~~) 

FROM:..-c ~J t: {:r: DocDat~ -L.-1 

.. 

TO: 
~ --~--~.~ 

Keywords:§:~~ ~---------
.. -.... 

Persons: 

. 

]!ilii~ii~~g~~~~~g~l~~~~~=~ .. ~=~;~~.s~~-~ .. ~, hap~• ="-mO lo: lh:a:i=.t!d. > • ... (_) 
~epa...-.. :oep1y !o:: ' (_) 
P:epa..-. =e=o to (_) 
P~pa.:-o Sl'. ' ••• ,. · ......... ~ (_). 

llac:c::::=e:cfa!ic:.t • • • • • • . • • t~> 
Cocc:::::e=.ca/ Cc== e~.t • • • • • C~J 
.A.p~p:i:.t4 ·~ca. • ••••••. •. c_l 

. .Az1• AC:ioa. Nccass:a..-r • • • • • • ·c ) 
'I (-) -

I 

tf-_j • L,-,>n·,.,..cJti(IJ 

dw 



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice





